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No Securities Commission or similar authority in Canada has in any way passed upon the merits of the securities offered 
hereunder, and any representation to the contrary is an offence. 


This prospectus is not and under no circumstances is to be construed as a public offering of any of these preference shares or 
share purchase warrants for sale in the United States of America or in the territories or possessions thereof. 


NEW ISSUE 


STANCOR LIMITED 


(Incorporated under the laws of Ontario) 


150,000 6% Cumulative Redeemable Convertible First Preference Shares 1966 Series 
. (par value $10 each) 


and 


Share Purchase Warrants in respect of 45,000 Common Shares 


Offered in Units consisting of 10 6% Cumulative Redeemable Convertible First Preference Shares 
1966 Series with a par value of $10 each and a Share Purchase Warrant in respect of 3 Common Shares. 


These 6% Cumulative Redeemable Convertible First Preference Shares 1966 Series with a par value of $10 
each (the “Preference Shares 1966 Series”) when issued are to be fully paid and non-assessable, preferred as to capital 
and dividends and entitled to fixed cumulative preferential cash dividends (to accrue from March 21, 1966), 
as and when declared by the Board of Directors, at the rate of 6% per annum payable half-yearly on the first day of 
February and August in each year by cheque at par at any branch of the Company’s bankers for the time being in 
Canada (far northern branches excepted). 


The Preference Shares 1966 Series will be redeemable at any time after March 1, 1969 in whole or from 
time to time in part on not less than 30 days notice at the amount paid up thereon together with a premium of 6% 
thereof and all accrued and unpaid preferential dividends thereon to the date of redemption. 


Conversion Privilege 


Each Preference Share 1966 Series will be convertible at the option of the holder at any time up to the close of 
business on March 1, 1978, or the third day immediately preceding the date specified for redemption of such Preference 
Share, whichever is the earlier, into 11% Common Shares in the capital of the Company as presently constituted if such 
conversion takes place on or before March 1, 1973 and into one Common Share in the capital of the Company as 
presently constituted if such conversion takes place after March 1, 1973 and on or before March 1, 1978. No adjust- 
ment will be made on the conversion of any such Preference Share for dividends accrued on such Preference Share 
or for dividends on Common Shares of the Company issuable on such conversion. 


The provisions attaching to the Preference Shares 1966 Series will provide for the adjustment of the conversion 
privilege in certain events more fully described commencing on page 19 of this prospectus. 


The Company commenced operations on March 8, 1965 and, therefore, no history of earnings, other than as 
set forth on page 8 hereof, is available on which it is possible to assess the ability of the Company to meet its 
cumulative dividends on the Preference Shares 1966 Series offered by this prospectus and to meet principal and interest 
payments on its previously issued and outstanding 6% Convertible Collateral Trust Debentures. 


Share Purchase Warrants 


The Share Purchase Warrants forming part of the Units will entitle the holders thereof to purchase the 
number of Common Shares without par value in the capital of the Company specified therein at any time up to 
and including June 15, 1975 at the price of $8.00 per share. The Indenture pursuant to which the Share Purchase 
Warrants will be issued will contain provisions for adjustment of the subscription price and of the number of 
Common Shares issuable pursuant to the privilege attaching to the Share Purchase Warrants in certain events more 
fully referred to on page 27 of this prospectus. 


Transfer Agent and Registrar for the Preference Shares 1966 Series 
MONTREAL TRUST COMPANY, Montreal and Toronto 


We, as principals, offer these Units, each consisting of 10 Preference Shares 1966 Series and a Share 
Purchase Warrant in respect of 3 Common Shares, subject to prior sale and change in price if, as and when issued 
and accepted by us and subject to the approval of all legal matters on behalf of the Company by Messrs. Osler, 
Hoskin & Harcourt, Toronto, Ontario, and on our behalf by Messrs. McCarthy & McCarthy, Toronto, Ontario. 


PRICE: $100 per Unit 


Subscriptions will be received subject to rejection or allotment in whole or in part and the right is reserved 
to close the subscription books at any time without notice. 

It is expected that share certificates for the Preference Shares 1966 Series and Share Purchase Warants will be 
available for delivery on or about March 21, 1966. 


The following information has been supplied by Mr. Joseph William Stack, Jr., the President of Stancor 
Limited. 


THE COMPANY 


Stancor Limited (“Stancor” or the “Company”) was incorporated under the laws of Ontario by letters 
patent dated March 8, 1965. The Company was formed to carry on business either directly or through 
ownership of shares in other companies in the furniture manufacturing industry and associated fields. It is the 
policy of the Company to acquire and integrate a group of furniture manufacturing divisions capable of 
producing a wide range of furniture products. As these divisions are acquired, the Company intends to introduce 
modern management techniques, the latest manufacturing technology and progressive marketing methods. The 
objective is to become one of the larger producers of quality furniture in Canada which will be capable of 
competing in the United States. 


On May 21, 1965 the Company acquired all of the oustanding shares of four furniture companies for a 
total consideration of $1,000,000. The four companies were Peppler Bros. Company Limited (hereinafter 
referred to as the “Peppler division”), The Neustadt Manufacturing Company Limited, Peppler-Selig Sales 
Limited and Peppler-Selig Limited (formerly John C. Mundell & Company Limited and hereinafter referred to 
as the “Peppler-Selig division”). This acquisition provided the Company with two recognized quality furniture 
manufacturers to serve as a base from which to work towards its objectives. The purchase price of $1,000,000 
was satisfied by the payment of $750,200, the issuance of 36,000 common shares in the capital of Stancor and 
the balance by the issuance of two 6% promissory notes each in the principal amount of $25,000 and due 
May 21, 1966 and May 21, 1967 respectively. . 


OPERATIONS 
Peppler Division 


Stancor, through its Peppler division manufactures quality dining and bedroom suites as well as tables and 
chairs. The name Peppler has been well known, particularly in this branch of the furniture trade (known as 
case goods), for over two generations. 


At the time of its acquisition by Stancor, the factory of the Peppler division, located in Hanover, Ontario, 
was a four storey building of the traditional type similar to that operated by most case goods manufacturers. 
The equipment and machinery, however, were modern and many of the major machines had been purchased 
within the last two years. 


Detailed studies of sales and the existing facilities at Hanover made it evident that the production capacity 
of these facilities was not adequate to supply present and forecast demand for Peppler products. In order, 
therefore, to increase production capacity as well as to maintain and improve existing profit margins, it was 
decided to build a new factory in Hanover of 180,000 square feet and to modernize and expand the existing 
factory of Peppler. Construction commenced in August 1965 and the new factory became fully operational — 
on March 1, 1966. 


The two plants combined will have an annual minimum production capacity amounting to $5,000,000 as 
against $1,700,000 capacity prior to the expansion program. This would amount to a production of $420,000 
monthly, which rate is expected to be achieved in October 1966. The sales of Peppler for the year 1965 
totalled $1,700,000 but because of the production limitations of the then existing factory, the Peppler division 
had to turn down an additional $2,100,000 worth of orders. To date this year, the rate of orders for Peppler 
products is running in excess of that received in a comparable period in the year 1965. Based upon the amount 
of the orders which the division had to turn down last year and upon the current rate of orders being received 
by the Company, it is expected that the production capacity of the new facilities at Hanover will be fully 
utilized within the first year of operations. 


In addition to constructing the new factory, and as part of the program to increase production and to lower 
production costs, the Company has modernized and expanded the original Peppler plant from 145,000 square | 
feet to 175,000 square feet. With completion of the new factory, the operations carried on at the original 
Peppler factory will primarily consist of the storage of raw lumber, the kilning of the lumber, the “break out” 
or the cutting of rough parts from the seasoned lumber and the subsequent machining of the rough parts. These 
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parts will then be moved to the new plant where they will be assembled into furniture, finished, inspected and 
crated for shipment. The capacity of the original Peppler plant as a result of the expansion and the transferring 
of some of its former operations to the new plant will be increased from 2 million board feet to 6 million 
board feet annually. 


The cost of the new factory and the modernization and expansion of the facilities of the original plant 
is approximately $2,600,000. In addition to the substantial increase in production capability, it is expected 
that reductions in manufacturing costs and advantages of straight line production should result in substantially 
better profit margins. 


Peppler-Selig Division 


This division produces quality upholstered furniture under the brand name Peppler-Selig in Elora, 
Ontario. The division uses the Selig name under a royalty arrangement with Selig Manufacturing Company 
Inc. of Massachusetts under which designs, material selections and certain merchandising programs are made 
available to the Company. The Elora plant consists of four joined Butler Buildings located on an eight-acre 
site convenient to the Guelph-Kitchener labor market. In contrast to the case goods industry, upholstery 
manufacturing requires a much smaller investment in machinery but is dependent on an ample labor supply. 
The plant’s proximity to a large source of labour is an important advantage. 


Debenture Principal And Interest 
And Preference Dividend Coverage 


The Company commenced operations on March 8, 1965 and, therefore, no history of earnings, other than 
as set forth on page 8 hereof, is available on which it is possible to assess the ability of the Company to meet 
principal and interest payments on the outstanding 642% Convertible Collateral Trust Debentures and, if, as 
and when declared by the directors, dividend payments on the Preference Shares 1966 Series. However, 
because of the increased production capacity, the maintenance and improvement of profit margins and the 
expected increase in sales volume mentioned above, it is the opinion of management that the Company will 
achieve earnings more than sufficient to meet such principal, interest and dividend requirements. In the six 
months following completion of the new plant, it may be necessary in order to meet the interest on such 
Debentures to use a portion of that part of the proceeds from the sale of the securities offered by this prospectus 
which is being added to the Company’s working capital. Dividends on the Preference Shares 1966 Series can 
only be declared to the extent that the Company has earnings available therefor. 


Position With Respect To Income Tax 


The Company will be able to take advantage of the accelerated depreciation allowances (50% per annum 
on a straight line basis) available for tax purposes on all new machinery and equipment acquired under the 
expansion program. As a result, the Company does not expect to pay income taxes on its income from the 
Peppler Division for 1966 or 1967. * 


PAST FINANCING 


The Company, in August, 1965, sold 120,000 common shares and share purchase warrants in respect of 
100,000 common shares, for which it received a total of $674,000 in cash. Approximately $500,000 of such 
proceeds were applied in retirement of a bank loan incurred by the Company to provide a part of the cash 
portion of the purchase price of the four furniture companies referred to under the heading “The Company” 
and the balance was used for general corporate purposes. In November, 1965, the Company issued $1,250,000 
principal amount of 614% Convertible Collateral Trust Debentures, the net proceeds of which, amounting to 
$1,187,500, were used to defray in part the cost of construction of the new plant. 
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PURPOSE OF THIS ISSUE 


The net proceeds to Stancor from the sale of the 150,000 6% Cumulative Redeemable Convertible First 
Preference Shares 1966 Series with a par value of $10 each and the 85,000 share purchase warrants now 
proposed to be issued by the Company, of which 45,000 share purchase warrants will be issued with the 
Preference Shares 1966 Series in Units each consisting of 10 Preference Shares 1966 Series and 3 share 
purchase warrants, will be used to repay bank indebtedness of the Company incurred in connection with the 
cost of construction of the new factory and of the additions and alterations to the original Peppler factory, to 
cover the balance of the cost of such construction, to pay for the purchase of new machinery and equipment and 
the balance will added to the working capital of the Company. Reference is made to paragraph 14 of the 
Statutory Information for details of the deposit and application of such net proceeds for the aforesaid 
purposes. As mentioned above under the sub-heading “Debenture Principal And Interest And Preference 
Dividend Coverage’, in the six months following completion of the new plant, it may be necessary in order 
to meet the interest requirements referred to under that sub-heading to use a portion of that part of the proceeds 
from the sale of the securities hereby offered which is being added to the Company’s working capital. 


CAPITALIZATION 


(after giving effect to the present financing) 


Deferred Notes Payable | Authorized Outstanding 
Note’ payable—6% due May 21,° 1966 2. iro iniescceccccsctscecessene $ 25,000(1) $ 25,000 
Note; payable—6% due May 21, 1967 o...0ic0...ccesecscshsedecncstasie 25,000(1) 25,000 


Long Term Debt 


614% Convertible Collateral Trust Debentures .................cc0000 1,250,000 1,250,000 
due November 15, 1977 


Capital Stock 


First Preference Shares with a par value of $10 


each,; isstiable im: Series). s..scsecccsseenouseesee eee area eee eee ee 225,000 shs. (2) 

6% Cumulative Redeemable Convertible Preference 

Shares W966 Series ..0.2..ccscdactacesveerees eae eae ee eee 150,000 shs.(2) 
Comimion* Shares without *par valle: 2oceiee scenes. eee eaeareteeeaees. 750,000 shs.(3) 271,000 shs. 


(1) Issued to Frederick H. Peppler as part of the consideration for the purchase of the Peppler companies 
by the Company. 


(2) Each 6% Cumulative Redeemable Convertible Preference Share 1966 Series is convertible into common 
shares on the basis set out in paragraph 8 of the Statutory Information. To the extent that the said 
Preference Shares are converted into common shares The Corporations Act of Ontario provides that 
the number of shares of each class affected by the conversion is changed accordingly. 


(3) 156,250 shares are reserved for issue upon the exercise of the right of conversion attaching to the 
6% % Convertible Collateral Trust Debentures, 185,000 shares are or will be reserved for issue upon 
the exercise of share purchase warrants to purchase shares at a price of $8.00 per share until June 15, 
1975 and 20,000 shares are reserved for issue upon the exercise of stock options granted to officers 
or employees to purchase such shares at a price of $8 per share exercisable for periods up to six years. 
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CONSOLIDATED NET TANGIBLE ASSETS 


The consolidated net tangible assets of the Company and its subsidiaries after giving effect to the present 
financing (and as shown in the subjoined pro forma consolidated balance sheet as at December 31, 1965) 
are as follows: 


Oe AES Co Maes Ns Aa RS a a FEA fo 7 BR 8 $ 1,348,849 
NRE Rea PT LACM RIO SD forgeries. fete eare eet es on ten cules oe drves cocresoosceatestecbperateteenecseee 818,061 
SUMO TOAD IO dl ea echlae, . Chai, mere tae aer hy Tek. aici err ls us iucnl sae Codbened $ 530,788 


Fixed assets 


Pere cRAl PALE ANG IECUIDINCHE, AL COSE o.c10.,.:.sccevscsersansesesccsssessesstvasgveresevonseece (357,052 
Excess of purchase price of shares of subsidiary companies over book values 
of net assets acquired, allocated to machinery and equipment .............. 207,884 
1,564,936 
Resse ACCUMIIPALCUT OC OLCCISIION 4 sessccstccceetecscsttcncataccorosedervescccsescerceseeseséoasstoens 829,432 
735,504 
New factory and equipment 
CP rstite econ ete 1p DOS ics ccd siosctls 0 S2dea bead Sache ceveplavnsnan cd bi dacenoleauebaees 1,146,474 
Casimnelid fori further capital expenditures’. 1.(2052)..c2seeiUiscsesnsdenesdtoesons'eeee 1,368,526 
3,250,504 
3,761,292 
Deduct: 
Dererred Note Payable 6% due May 21, 1967 cicicc.cisescsvesncoassnsoroesesseonsevs 25,000 
614 % Convertible Collateral Trust Debentures due November 15, 1977 .... 1,250,000 
1,275,000 
Consolidated net tangible assets upon completion of the present financing .......... $ 2,506,292 


—————————————— 


On the above basis, consolidated net tangible assets for the 150,000 Preference Shares 1966 Series to be 
outstanding upon completion of the present financing amount to about $16.70 per share with a par value of $10. 


MANAGEMENT 


The President of the Company is Mr. J. William Stack, Jr. Mr. Stack has had a number of years of senior 
executive experience, ten years with General Motors in the United States, three years in the malting industry 
and prior to becoming President of Stancor was General Sales Manager of Massey-Ferguson Inc., in charge 
of the entire American sales program. . 


Mr. Frederick H. Peppler has been President of Peppler since 1949. He is Vice-President and a 
Director of Stancor and General Manager of the Peppler operations. 


Mr. Robert L. T. Baillie, a chartered accountant, Vice-President and Treasurer of the Company, was 
previously Comptroller, North American Operations, of Massey-Ferguson Limited. Prior to joining Massey- 
Ferguson in 1957 he was an associate of a leading Canadian firm of chartered accountants. 


Mr. J. Edward Peppler, the brother of Frederick H. Peppler, directs the production operations in 
Hanover. He has spent his entire business career in the furniture industy. 


The Peppler-Selig plant in Elora is managed by Mr. David Eby who has spent 17 years in the fur- 
niture industry. He joined Peppler-Selig Limited in 1961. 


Special consultant to the Company is Mr. Edward Lucas who formerly was the principal furniture 
buyer for one of Canada’s largest retailing organizations. 


& 


SUMMARY OF CERTAIN PROVISIONS ATTACHING TO PREFERENCE SHARES 


Dividends 


1. The holders of the Preference Shares 1966 Series will be entitled to receive, as and when de- 
clared by the board of directors, fixed cumulative preferential cash dividends at the rate of 60 cents per 
share per annum, and no more, payable half yearly on the first day of February and August in each year. 


Rights on Liquidation 


2. In the event of the liquidation, dissolution or winding up of the Company or any other distribu- 
tion of assets of the Company among its shareholders for the purpose of winding up its affairs the holders 
of Preference Shares 1966 Series shall be entitled to $10.60 per share plus all accrued and unpaid prefer- 
ential dividends before any amount shall be paid or any property or assets of the Company distributed 
to the holders of shares of any class ranking junior to the Preference Shares 1966 Series; thereafter the 
holders of Preference Shares 1966 Series shall not be entitled to share in any further distribution of property 
or assets of the Company. 


Redemption 


3. The Company from and after March 1, 1969 may redeem at any time the whole or from time 
to time any part of the then outstanding Preference Shares 1966 Series on 30 days’ notice on payment for 
each share to be redeemed of $10.60 together with all accrued and unpaid preferential dividends. 


Right of Company to Purchase 


4. The Company may at any time or times purchase (if obtainable) for cancellation all or any 
part of the Preference Shares 1966 Series outstanding from time to time at a price not exceeding $10.60 
per share, plus costs of purchase. 


Restrictions on Payment of Dividends, Redemptions, Etc. 


5. The Company shall not declare, pay or set apart any dividends on or redeem, purchase, reduce 
or otherwise pay off any shares of the Company ranking junior to the First Preference Shares unless all 
dividends up to and including the dividend payable for the last completed half-year on all First Preference 
Shares then issued and outstanding shall have been declared and paid or set apart for payment. 


6. The Company shall not 


(i) declare or pay any dividends (other than stock dividends in shares of the Company ranking 
junior to the Preference Shares 1966 Series) on any of its shares at any time outstanding and 
ranking junior to the Preference Shares 1966 Series; or 


(ii) redeem, reduce, purchase or otherwise pay off any of its shares at any time outstanding and 
ranking junior to the Preference Shares 1966 Series (except out of the proceeds of an issue 
of shares ranking junior to the Preference Shares 1966 Series made at any time after March 
1, 1966 and prior to or contemporaneously with any such redemption, reduction, purchase 
or payment); or 

(iii) elect to pay any tax on undistributed income under the provisions of Section 105 of the 
Income Tax Act as now enacted or as the same may from time to time be amended or 
re-enacted or elect to pay any tax under any similar provisions; 

if immediately after giving effect to any such action (a) consolidated current assets of the Company and its 
subsidiaries would be less than 200% of consolidated current liabilities of the Company and its subsidiaries, 
or (b) total equity would be less than $3,200,000. 


Conversion Rights 


7. The conversion rights attaching to the Preference Shares 1966 Series are summarized on the cover 
page of this prospectus and are more particularly set forth commencing at page 19 of this prospectus. 


Issue of Additional First Preference Shares 


8. The authorized but unissued First Preference Shares shall be issuable in one or more series, with 
such provisions as the directors of the Company may by resolution determine and as may be set forth in 
supplementary letters patent. The First Preference Shares of each series shall rank on a parity with the 
First Preference Shares of every other series with respect to priority in payment of dividends and in the 
distribution of assets in the event of liquidation, dissolution or winding up of the Company. No class of 
shares shall be created or issued ranking as to capital or dividends prior to or on a parity with the First 
Preference Shares without the approval of the holders of the Preference Shares 1966 Series, provided that 
the Company may issue additional series of the authorized First Preference Shares without such approval as 
hereinafter provided. 


The Company shall not issue any First Preference Shares in addition to the 150,000 Preference Shares 
1966 Series without the prior approval of the holders of the Preference Shares 1966 Series unless, immed- 
iately after giving effect to the issue of such additional First Preference Shares, (a) total equity of the 
Company is at least equal to 2 times the aggregate amount paid up on all First Preference Shares and any 
shares ranking in any way prior to or on a parity therewith, and (b) average annual consolidated net earnings 
of the Company and its subsidiaries for the last two completed fiscal years immediately prior to the issue of 
such First Preference Shares have been at least equal to 4 times the annual dividend requirements on all 
the First Preference Shares and any shares ranking in any way prior to or on a parity therewith to be out- 
standing immediately after such issue. 


Voting Rights 

9. The holders of the Preference Shares 1966 Series shall not have any voting rights nor shall they 
be entitled to receive notice of or attend shareholders’ meetings (except that they shall be entitled to notice 
of meetings of the shareholders to authorize the dissolution of the Company or the sale of its undertaking or 
a substantial part thereof) unless dividends on the First Preference Shares of any series become in arrears to 
the extent of 4 half yearly dividends, whereupon, until all arrears of dividends on the First Preference Shares 
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have been paid, such holders shall be entitled to receive notice of and to attend all shareholders’ meetings 
and to one vote in respect of each Preference Share 1966 Series held and, together with the holders of all 
other outstanding First Preference Shares, shall be entitled to elect two-fifths of the total number of the 
directors of the Company or, if the total number of the directors be not evenly divisible by two-fifths, then 
the next highest number above two-fifths. 


The foregoing statement with respect to the First Preference Shares as a class and the Preference Shares 
1966 Series is not complete and is qualified in its entirety by reference to the full provisions attaching thereto 
which commence at page 15. 


EARNINGS 


A statement of consolidated earnings of Stancor and the subsidiary companies for the nine months ended 
December 31, 1965, and a pro forma statement of combined earnings of the subsidiary companies for the ten 
year and three month pre-acquisition period ended March 31, 1965, both reported on by the Company’s audi- 
tors, follow. These statements incorporate the results of both the case goods and the upholstered goods busi- 
nesses. The net combined operating losses in the years 1957 to 1962 inclusive are essentially all attributable to 
the upholstered goods business conducted by Peppler-Selig Limited. It was not until complete control had been 
obtained in 1964 that the management of Peppler.was able to change Peppler-Selig Limited into a profitable 
operation. 


STANCOR LIMITED 
STATEMENT OF CONSOLIDATED EARNINGS 


FOR THE NINE MONTHS ENDED DECEMBER 31, 1965 
and " 
PRO FORMA STATEMENT OF COMBINED EARNINGS OF THE SUBSIDIARY COMPANIES 


FOR THE TEN YEAR AND THREE MONTH PRE-ACQUISITION PERIOD ENDED MARCH 31, 1965 


Income before 
interest, 
depreciation, Income taxes 
profits on sale Profit (loss) Income (loss) provided Net 
of fixed assets, Interest Depreciation on sale of before (recovered) income 
and income taxes (note 3) (notes 2 and 4) fixed assets income taxes (notes 2 and 5) (loss) 
Statement of 
Consolidated Earnings 
9 months ended 
December 
31, 1965 $104,021 $ 35,436 $ 60,436 $ 10,161 $ 18,310 $ 18,310 
Pro Forma Statement of 
Combined Earnings of the 
Subsidiary Companies 
(pre-acquisition period) 
3 months ended ; 
March 31, 1965 69,365 7,474 12,385 750 50,256 $ 13,000 37,256 
Year ended 
December 31, 
1964 187,992 23,278 53,754 2,520 113,480 32,266 81,214 
1963 144,571 12,745 47,661 84,165 24,770 593395 
1962 7,808 13,998 38,626 (1,662) (46,478) 1,100 (47,578) 
1961 11,029 12,335 B29 Sf (36,498) (3,300) (33,198) 
1960 30,105 4,129 39,201 (6,794) (20,019) (10,700) (933199 
1959 19,016 791 43,174 222 IS) (22,034) (10,500) (11,534) 
1958 69,645 4,354 46,840 1,081 19,532 4,700 14,832 
1957 13,908 3,101 532915 427 (42,679) (13,200) (29,479) 
1956 IES) eas) 2,883 48,597 6,546 74,191 46,200 PLES. 
1955 94,427 231 49,510 6,955 51,641 35,200 16,441 
NOTES: 


1. Stancor Limited was incorporated in March, 1965 and, in May, 1965 acquired, either by direct purchase or by purchase 
of shares of the holding company, all the outstanding shares of The Neustadt Manufacturing Company Limited (holding 
company), Peppler Bros. Company Limited, Peppler-Selig Sales Limited and Peppler-Selig Limited (formerly John C. 
Mundell & Company Limited). For accounting purposes the acquisition is deemed to have taken place as of March 31, 
1965 (the closest interim date to which accounts of the companies had been prepared). The above summary sets out: 


(a) A statement of consolidated earnings of Stancor Limited and its wholly-owned subsidiaries for the nine months ~ 


ended December 31, 1965. 


(b) A pro forma statement of the combined earnings of the subsidiary companies for the ten years and three months 
preceding the date of acquisition. This includes the earnings of Peppler Bros. Company Limited, The Neustadt 


Manufacturing Company Limited and Peppler-Selig Limited for the whole of such period, and of Peppler-Selig Sales 
Limited from the date of commencement of operations on January 1, 1957 to March 31, 1965. The earnings of 
Peppler-Selig Limited, which did not have a December 31 fiscal year-end throughout the period, have been pro- 
rated to a December 31 basis. i 
2. The following adjustments have been made for purposes of the above pro forma statement of combined earnings of the 
subsidiaries: 

(a) Inter-company income and expenses have been eliminated. 

(b) A depreciation adjustment reflected in the surplus account of one of the companies at March 31, 1965 for 
depreciation not provided in previous years, has been allocated back to the years concerned. 

(c) Income taxes as provided in the companies’ accounts have been recalculated on the basis that the companies were 
associated for tax purposes throughout the period. 

(d) The income taxes of one of the subsidiary companies for the year 1964 and the three months ended March 31, 1965 
were reduced by $20,300 and $7,000 respectively as a result of the carry-forward for tax purposes of prior years’ 
losses. In the above statement these tax credits have been allocated back to the loss years giving rise to the credits, 
i.e., 1959—$9,200; 1960—$11,700; 1961—$6,400. 

3. In the nine months ended December 31, 1965, interest expense consisted of: 


Interest on 612% convertible debentures (including amortization of discount and expense) .............6. $ 11,035 
interestmonts banka borrowings Criets) ayerscsecscc.o oe asset hc sh cos ccecccicoccesiscsssessencawecscevcchesecocdescbondvcclcocccdecitiecsleeboce 31,344 
$ 42,379 
Less interest capitalized as part of the cost of construction of the new factOry vo...icccceccccsssccssessssecsseees 6,943 
$ 35,436 
In the pre-acquisition period ended March 31, 1965, interest expense consisted of interest on bank and other short-term 
borrowings. 


4. Depreciation expense for the nine months ended December 31, 1965 includes an amount of $15,591 as amortization of the 
increased values assigned to machinery and equipment as explained in Note 1 to the consolidated balance sheet as at 
December 31, 1965. For the future such additional depreciation charges will amount to approximately $21,000 per annum. 

5. Income taxes— : 

(a) Stancor Limited and its subsidiary companies have adopted the policy of providing only for income taxes actually 
payable whereas, previous to March 31, 1965, one of the subsidiary companies had followed the policy of providing 
not only for taxes currently payable but also for the amount by which taxes were reduced by claiming capital cost 
allowances greater than recorded depreciation. The prior years’ income tax provisions of this subsidiary have been 
adjusted retroactively to conform with the present policy and, as a result, the net income figures (as previously 
reported in the company’s prospectuses dated August 3, 1965 and November 15, 1965) have been increased as follows: 


TON LNSHNE NCC ChE Lane Muy Silimm LOO Supecccecestassct oa, ncaceme sa sscaau seus autavcsdecesscasconreceeionunande cus posvaucusvessvasasheteree $ 11,200 
YUGAWP Ema ele 3 D Yeverern ny over esi ba 1 MSY os Bae eke SF 8 a oe ae IP SE ln me 13,934 
DE ALE TNUCEMMDCCEIMDET Mo MEI OO SD! cbc coasascccnccerradiorecerevetons ek eucaccontudoccesdeslaccueascusbeuserietecteetiedeceh seemeteees 6,630 

$ 31,764 


In the nine months ended December 31, 1965, tax reductions resulting from claiming capital cost allowances greater 
than recorded depreciation amounted to $4,300, and the total of such tax reductions accumulated to December 31, 
1965 is $36,064. 

(b) The income which would ordinarily be subject to tax for the nine months ended December 31, 1965 is higher than 
the income shown by approximately $29,000, representing certain expenses which are not deductible for income tax 
purposes. However no provision is required in respect of the income taxes of $20,600 otherwise payable for this 
period by reason of (i) the tax reductions of $4,300 referred to in 5(a), and (ii) the prior years’ losses of one of the 
subsidiary companies which have been used to eliminate $16,300 of such taxes. Losses still available to carry forward 
against future profits would, at current tax rates, result in tax credits of approximately $26,000. 

(c) Income taxes have been assessed and paid up to the close of the 1964 fiscal periods of the various companies; the 
income tax provisions of subsequent periods are considered adequate to cover taxes not yet assessed. 


6. The following non-recurring items have been excluded from the earnings figures shown above: 
Credits— 
1956—Excess of insurance proceeds over net book value of buildings and equipment destroyed by fire....$ 101,949 


MOSS —— [eile win sell ANOS: DEOCCE AS a oxen cnpest oyacs svonepeneasi na dams ee rnachauscsis snunanstuaaguuasmeiasatsnsweaesisedwsarshspeiedsasensoncavcosshetacaeass 12,824 
Charge— 
T564——Leeal ANG Other COSES Te Gallace (SUlt i estsesteccsccete cas rateess tere fectonvas ceatets:eotessanassunssesenseadsceenseaiashexanesszacs 15,438 


AUDITORS’ REPORT 
To the Directors of STANCOR LIMITED: 

We have examined the accompanying statement of consolidated earnings of Stancor Limited for the nine months ended 
December 31, 1965 and pro forma statement of combined earnings of the subsidiaries of Stancor Limited for the ten years and 
three months ended March 31, 1965. In the case of Stancor Limited, and the three subsidiary companies of which we have been 
the auditors throughout the period, our examination included a general review of the accounting procedures and such tests of 
accounting records and other supporting evidence as we considered necessary in the circumstances. With respect to the earnings 
of the fourth subsidiary company for the years 1955 to 1964 inclusive, we have relied upon the reports of other independent 
accountants. 

In our opinion the accompanying statement of consolidated earnings presents fairly the consolidated earnings of the 
company and its subsidiaries for the nine months ended December 31, 1965, and the accompanying pro forma statement 
presents fairly the combined earnings of the subsidiary companies for the ten years and three months ended March 31, 1965, 
all in accordance with generally accepted accounting principles applied on a consistent basis throughout the period. 


Toronto, Canada, CLARKSON, GORDON & CO. 
March 4, 1966. Chartered Accountants. 
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CONSOLIDATED BALANCE SHEET AND PI 


Current: 


Fixed: 


Other: 


Consolidated 
ASSETS balance sheet 
Cash Bere vkcecnscveccuches sacheuocsaeleoscastecencssensdenetine cine csemeas Cocsassentets SeSeser Tete LTTE SeeE Tee ERS eaeeet $ 63,217 
Accounts receivable less allowance for doubtful accounts ...........cccsccccesesssercccccesssstnecccssserers 362,454 
Inventories, at the lower of cost or market — 
Raw. Materials \si., ccccsccassvecsacesesesces ieee ae eee eT EO $ 344,317 
WOPrKk IMsPlOCSS .diesceccescoecsosenccaoecsercurostesete seem eee eee Ree eascinsetens 149,686 
Finished « 2000S: 3,2.2..txe, See ikessaso ete eee eee Be ee 248,767 742,770 
Prepaid. expenses, andwother) current/assets) 2.x cscssenecccecneseeceeeseeansethecet teeter ereceees tocnteces sorcontencs 29,496 
Totakcurrent ,assetsa, cscccdccccee sean toot ee ae ce tocene remeree von oncnn ee Seeeae eee racee 1,197,937 
Land —COSE sacl chonccascees sec caese vine suGhensu dee Sodcone seesee cen este eee OEMS SIND TEC eee aaa oe Met neT ene anaes 18,123 
Buildin gs——cost eA Aeseleketcssciececnctea chase cossvasvocvcasesdvatonedene tes cories vas vacessdereereertnccenettene ci cvneeceser store 456,275 
Machinery and equipment— 
Originalcost to ‘subsidiaty  Companiesss.c.-cccesessestceeeeeseceretee eater eee aero nee 882,654 
Excess of purchase price of shares of subsidiary companies 
over book values of net assets acquired, allocated to 
machinery and equipment. (mote 1)! Zeccestesescess cvcaceccsedoqcenastasaltess ss euccoossostecensateceavers 207,884 
1,564,936 
Less accumulated depreciation (including $15,591 
as amortization of the excess noted above—see mote 1). .........c.cccccssecsesssescccccccceccceceeenees 829,432 
735,504 
Cost of new factory under construction— 
land, buildings, machinery amd “equipment Uerccccsccrei-<stsvacsosvssvsicess csvevareccnas Aceh csvesnssnueaters 1,146,474 
Cash held ‘for further’ capital” @xpemaitutes) wers.c.ccasevesccscacexesedecaasosercevanstzncoksndsesece ueveeetssgaaves 545,292 
Total “fixed Assets geocctrccceccctevceccteecereeeeocrestuckcs ess tecccsentecieudanstcees acerctneaeemeeeaes 2,427,270 
Debenture discount and. expense, less aMOPtiZatiOMy, piisiesce-sscnenescoaviecesceosercasesecssossseccessasoreosu tas 82,855 
Share issue expenses— 
COMMON PSHATES 2.5: socceacaces ener eRe OTE a aN CTe eee OTE SLOT 24,287 
PECISTENCE - SHATES «5 baccsenccssnsshveRosaselcocseintcee tee mate Mean aaeeRenieeconp shaicaaneabiban Coat aaxs tae tune ace tesa as 
Organization and preliminary expenses, Jess AMOFtiZatiON ...........cccsesccessssessseecsecsessevcessceenere 15,676 
122,818 


$ 3,748,025 


as at Dec 


Pro forma 
consolidated 
balance sheet 

(note 2) 


$ 214,129 
362,454 


742,770 
29,496 


1,348,849 


18:23 
456,275 


882,654 


207,884 
1,564,936 


829,432 
735,504 


1,146,474 a 
1,368,526 


3,250,504 


82,855 


24,287 
110,000 


15,676 
232,818 


$ 4,832,171 


=o 


(See accompanying notes to consolidated balan¢ 


LIMITED 


laws of Ontario) 
companies 


ORMA CONSOLIDATED BALANCE SHEET 


31, 1965 
LIABILITIES 

Current: 
Bank indebtedness of subsidiary companies (mote, 3.) sseccarccccoscesesesosvecdeccscesdonencvessncsosdsvesseee 
radecaccounts payable and accrued, Chat ges ic.icissseotecisaesdoiesvececdosaaecsdcacsvaectvissoenscsesancesesouss't 
income and» other taxes) payable: (mote 4 Ve ee csselucasdcedcdscusdloseadendlobeodecubseodtedenete 
Note pavable—676——dite:) May "245. 1966 oo. ockcssececeesoncicasccsessduccéecscaseccsdookivoccstvesieoocuedeceseoesecece 
POURED CULT ODE MEAUEIIULES © tpt sersrcces cctesece creek coaeee i eertas out tvocecosonse lenses eeoacbieseseecs 
Amounts due for construction of new factOry .........scssccsscccsccssscssserssessccsscsnsesssesessesecescesesesssenssessenss 
Deferred note payable—67%—due May 21, 1967 .........scscsscssscssessssscessssessssessssssessesssssessasessessessesees 


614% convertible collateral trust debentures due 
November 15, 1977 (subject to sinking fund) (note 5) ........ccsccscsscsssesssessessessceecsecessesrcereeeses 


Shareholders’ equity: 


Capital stock— 
Authorized: 


Consolidated balance sheet— 
750,000 shares without par value 


Pro forma consolidated balance sheet— 
225,000 First Preference Shares with a par value of $10 each, issuable in 
series, of which 150,000 shares are designated as 6% Cumulative 
Redeemable Convertible First Preference Shares 1966 series. 
750,000 common shares without par value. 
Issued: 
Consolidated balance sheet— 
ZIM OOO; Sharesuwithouts Date va luemetescscreyscsscscecevesscscocrsecacce, soccssoassatoceosvesonvssozens 
Pro forma consolidated balance sheet— 
150,000 6% Cumulative Redeemable Convertible First Preference Shares 
1966 series, redeemable at $10.60 after March 1, 1969 ................ 
271,000" common shares Without? Par Vale .c.2.6....0occasccdcsedes tens cdovsevesvocnsonsensenses 
Contributed surplus 
Earned surplus 


POOPED OSLO TODS SOOO OSES OSE OEESTD ODES EES OESED ESO SOO DIODES ORSODUESS HODES SEO SSSOSESESOSEESESOSOSOOSESIOO SIH HTOORSSO ODED 


SOOT O EPOCH OTE O DODO TODOS OOS OO DOTS SESS DOSS ESOS OO SOO OSS OESSOOOTSSODOOOUOS ESOT SOTO OSI OSES DODDS EOS O ODED EES HOUSOOSSOESOOS9S9 


On behalf of the Board: 
(signed) FREDERICK H. PePPLer, Director 


(signed) A. L. BEATTIE, Director 


t and pro forma consolidated balance sheet) 
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Consolidated 
balance sheet 


$ 616,996 
154,468 
21,597 
25,000 


818,061 
417,854 
25,000 


1,250,000 


1,213,800 


5,000 
18,310 


1,237,110 


$ 3,748,025 


SS 


Pro forma 
consolidated 
balance sheet 

(note 2) 


$ 616,996 
154,468 
21,597 
25,000 


818,061 


25,000 


1,250,000 


1,500,000 
1,213,800 
7,000 
18,310 


2,739,110 


$ 4,832,171 


S———— 


1 


STANCOR LIMITED 
and subsidiary companies 


NOTES TO CONSOLIDATED BALANCE SHEET AND PRO FORMA 


CONSOLIDATED BALANCE SHEET 
As at December 31, 1965 


Stancor Limited was incorporated in March 1965 and, in May 1965, acquired either by direct purchase or by purchase of 
shares of the holding company, all the outstanding shares of The Neustadt Manufacturing Company Limited (holding 
company), Peppler Bros. Company Limited, Peppler-Selig Sales Limited and Peppler-Selig Limited (formerly John C. 
Mundell & Company Limited). The excess of the purchase price of the shares over the book values of the underlying net 
assets acquired amounting to $207,884 (consisting of $239,648 as originally determined less the adjustment of $31,764 
referred to in note 4(a) below), has been allocated to machinery and equipment, and is being amortized over a ten-year 
period. An appraisal of the machinery and equipment of Peppler Bros. Company Limited by Warnock Hersey Appraisal 
Company Ltd. in November 1964 indicated that depreciated replacement values exceeded net book values by more than 
this amount. 


The pro forma consolidated balance sheet gives effect, as at December 31, 1965, to: 


(a) The issue of supplementary letters patent dated February 25, 1966 designating the 750,000 existing shares as common 
shares and increasing the company’s authorized capital by creating 225,000 First Preference Shares of $10 par value 
each, issuable in series, and supplementary letters patent dated February 28, 1966 designating as the first series 
150,000 6% Cumulative Redeemable Convertible First Preference Shares 1966 Series, redeemable at $10.60 each 
from and after March 1, 1969. 


(b) The issue and sale, pursuant to an underwriting agreement dated January 31, 1966, as amended by letter agreement 
dated February 7, 1966, between Stancor Limited and Annett & Company Limited, of— x 


(i) 150,000 6% Cumulative Redeemable Convertible First Preference Shares 1966 Series, to which will be attached 
warrants to purchase 45,000 common shares, for a total of $1,500,000 cash; 


(ii) Warrants to purchase 40,000 common shares, for a total of $2,000 cash (allocated to contributed surplus in the 
pro forma consolidated balance sheet). 
The preference shares will be convertible at the holder’s option into common shares on the basis of 11% common 
shares for each preference share during the period to March 1, 1973, and 1 common share for each preference 
share during the period March 2, 1973 to March 1, 1978. 
During the period in which any of the preference shares are outstanding, dividends on the common shares will 
be payable only to the extent that, after such dividend payments, consolidated current assets (as defined) are at 
least 200% of consolidated current liabilities (as defined), and total equity (as defined) is at least $3,200,000. 

(c) The payment of an underwriting commission of $90,000 and other expenses of $20,000 in connection with the 
preference share issue. 

(d) The utilization of the net proceeds of issue (1) to pay existing liabilities for construction of the new factory, 
$417,854, and to finance the remaining capital costs of the new factory, including the purchase of machinery and 
equipment, estimated at $823,234, for an aggregate of $1,241,088 (financed since December 31, 1965 to the extent 
of $500,000 by interim bank loans), and (2) to augment the company’s working capital with the balance, estimated 
at $150,912. 

The net proceeds of issue, exclusive of the $500,000 required to pay interim bank loans, will be deposited with 
Montreal Trust Company under an agreement to be entered into between Stancor Limited and Montreal Trust 
Company. 


Bank indebtedness of the subsidiary companies is secured by a pledge of accounts receivable and inventories of a book 
value of $1,101,940. In addition, a $1,000,000 debenture has been issued to the bank as collateral security, consisting 
of a floating charge on all the assets of the subsidiary companies. 


Income taxes— 


(a) Stancor Limited and its subsidiary companies have adopted the policy of providing only for income taxes actually 
payable whereas previous to March 31, 1965, one of the subsidiary companies had followed the policy of providing 
not only for taxes currently payable but also for the amount by which taxes were reduced by claiming capital cost 
allowances greater than recorded depreciation. The prior years’ income tax provisions of this subsidiary have been 
adjusted retroactively to conform with the present policy and, as a result, accumulated tax reductions of $31,764 on 
the books of the subsidiary at March 31, 1965 have been transferred to earned surplus at that date, thereby reducing 
the excess of the purchase price of the subsidiary’s shares over the book values of the underlying net assets acquired. 


(b) Income taxes have been assessed and paid to the close of the 1964 fiscal periods of the various companies; the income 
tax provisions of subsequent periods are considered adequate to cover taxes not yet assessed. 


The principal provisions attaching to the 642% convertible collateral trust debentures due November 15, 1977 are as © 
follows: 


(a) The debentures are secured by a first fixed and specific mortgage, pledge and charge of and upon the shares in the 
capital of Peppler Bros. Company Limited and The Neustadt Manufacturing Company Limited now owned, or 
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hereafter acquired, by Stancor Limited. As at December 31, 1965 the carrying value of these shares on the books 
of Stancor Limited amounted to $1,030,941 representing underlying net book values of the subsidiaries’ assets at 
December 31, 1965 of $838,648 plus the unamortized excess of the purchase price of the subsidiaries’ shares over 
underlying net book values at date of acquisition of $192,293. 

(b) The debentures are redeemable in whole or in part at the Company’s option from and after November 15, 1968. The 
redemption price is par plus a premium of 612% in the year ending November 15, 1969, and thereafter the premium 
decreases progressively by 1% annually to November 15, 1975, and by % of 1% in the year ending November 15, 
1976. 


(c) A sinking fund will be established into which the Company will be required to pay amounts sufficient to retire $70,000 
principal amount of debentures on November 15 in each of the years 1968 to 1976 inclusive. 


(d) The debentures are convertible at the holder’s option into common shares without par value on the basis of 12% 
common shares for each $100 principal amount of debentures during the period to November 14, 1972, and 10 
common shares for each $100 principal amount of debentures during the period November 15, 1972 to November 
14, 1977. 


6. Reservation of common shares— 


(a) 185,000 shares are now or will be reserved for possible issue upon the exercise of the 100,000 share purchase 
warrants presently outstanding and the 85,000 warrants to be issued as part of the financing referred to in note 2 
above. Such warrants entitle the holders thereof to purchase common shares at a price of $8 per share until June 15, 
1975, subject to adjustment under certain conditions as provided in the Indentures under which the warrants are or 
will be issued. 


(b) 20,000 shares are reserved for possible issue upon the exercise of stock options granted to officers or employees of 
the company and its subsidiaries. As of December 31, 1965 options to purchase 19,000 shares at a price of $8 per 
share exercisable for periods up to six years had been granted to certain officers and employees, none of which had 
been exercised. Options to purchase an additional 1,000 shares on the same terms were granted in February 1966. 


(c) 156,250 shares are reserved for possible issue on conversion of the debentures referred to in note 5 above. 


7. Two of the subsidiary companies are participants in a non-contributory joint industry-union pension plan covering 
hourly-paid employees which went into effect on January 1, 1962. To provide for the pensions payable on retirement, 
the companies have been contributing amounts (based on actuarial rates determined by an independent actuary) which 
include the estimated current service costs plus the instalment funding of past service costs over the 10-year period 1962 
to 1971 inclusive. Contributions to the plan since its inception have been: 1962—$29,816; 1963—-$31,929; 1964—-$38,500; 
3 months ended March 31, 1965—$10,718; 9 months ended December 31, 1965—$34,706. 


AUDITORS’ REPORT 


To the Directors of STANCOR LIMITED: 


We have examined the consolidated balance sheet and pro forma consolidated balance sheet of Stancor Limited and 
subsidiary companies as at December 31, 1965. Our examination included a general review of the accounting procedures and 
such tests of accounting records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion the accompanying consolidated balance sheet presents fairly the consolidated financial position of the 
companies as at December 31, 1965, in accordance with generally accepted accounting principles. In our opinion also the 
accompanying pro forma consolidated balance sheet presents fairly the consolidated financial position of the companies as at 
the same date after giving effect to the changes set forth in Note 2, in accordance with generally accepted accounting principles. 


Toronto, Canada. CLARKSON, GORDON & CO. 
March 4, 1966. Chartered Accountants. 
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STATUTORY INFORMATION 


1. The full name of the Company is STANCOR LIMITED (hereinafter called the “Company’”) and the 
address of the head office of the Company is Britannica House, 151 Bloor Street West, Toronto, Ontario. 


2. The Company was incorporated under the laws of the Province of Ontario by Letters Patent dated March 
8, 1965. The following Supplementary Letters Patent have been issued to the Company: (a) Supplementary 
Letters Patent dated May 3, 1965 increasing the authorized capital of the Company from 40,000 shares with- 
out par value to 500,000 shares without par value, (b) Supplementary Letters Patent dated October 21, 1965 
increasing the authorized capital of the Company from 500,000 shares without par value to 750,000 shares 
without par value and (c) Supplementary Letters Patent dated February 25, 1966 designating the 750,000 
shares as common shares and increasing the authorized capital of the Company by creating 225,000 First Pre- 
ference Shares with a par value of $10 each, issuable in series, and (d) Supplementary Letters Patent dated 
February 28, 1966 providing that the first series of the said First Preference Shares shall consist of 150,000 
shares designated as 6% Cumulative Redeemable Convertible First Preference Shares 1966 Series. 


3. The general nature of the business transacted or to be transacted by the Company either through sub- 
sidiaries or directly is that of furniture manufacturing and the management of companies engaged in fur- 
niture manufacturing and related lines. 


4. The name in full, present occupation or description and home address in full of each of the Directors 
and Officers of the Company are as follows: 


OFFICERS ” 
DOUGLAS; ,RUDYARD ANNETT. ...50.7d..ccc,-s-optemiegen Santee ceca: Chairman of 80 Glengrove Avenue West, 
the Board Toronto, Ontario 
JOSEPH. WILLIAM STACK, “SRi.oi5cc.ctecs oestrone ee President 41 Stratheden Road, 
Toronto, Ontario 
FREDERICK» HENRY PEPPIER, ..sccecev-terscotes-cateccerenterermeaeerttrote Vice-President 11 Tally Lane, 
Willowdale, Ontario 
ROBERT ‘LEGAT TREVORROW’ BAILLIE 30 t2c-ctesceeecaseeesee get Vice-President 88 Glencairn Avenue, 
and Treasurer Toronto, Ontario 
ALLAN IGESLIE- BEATTIE, O:G oss acs teases atacand Secretary 89 Douglas Drive, 


Toronto, Ontario 


DIRECTORS 
DOUGLAS "RUDYARD ANNETTE) ccsccccctseccerscrecencs cet ttttensteeene eee Investment 80 Glengrove Avenue West, 
Dealer Toronto, Ontario 
ALLAN LESIIE BEATTIE, OCs ewe cc ee ee Solicitor 89 Douglas Drive, 
Toronto, Ontario 
RROBERT. DOUCAS, cacceses sto cacecevsneseescatnsncs sescseeee ten eect eee eee Executive Pawling, New York, 
New York 
ALEC ROY JACOBS£:..<..:c.sssececveces-actestscsecs user eee eee Executive 37 Glenallen Road, 
Toronto, Ontario 
RICHEY ‘BRYCE WOVE... ocscrateccscencatntevsicses sete ettne eeeee ee ee Solicitor 714 Earl Grey Crescent, 
Calgary, Alberta 
FREDERICK7 HENRY PEPPLERI&. cn csccscceccresrcte mee eee Executive 11 Tally Lane, 
Willowdale, Ontario 
JOSEPH... WILLIAM “STACK, JRi5 23..2...ce etek ee Sheet, Executive 41 Stratheden Road, 


Toronto, Ontario 


5. The auditors of the Company are Messrs. Clarkson, Gordon & Co., Chartered Accountants, 15 Welling- 
ton Street West, Toronto, Ontario. 


6. Guaranty Trust Company of Canada, at its stock transfer offices at 366 Bay Street in the City of Toronto, 
P.O. Box 328, 261-10th Street in the Town of Hanover, Ontario and 247 St. James Street West in the City 
of Montreal, Quebec, is the transfer agent and registrar for the common shares in the capital of the Company. 


Montreal Trust Company at its stock transfer offices at 15 King Street West in the City of Toronto, 
Ontario, and at 777 Dorchester Boulevard West in the City of Montreal, Quebec, will be the transfer agent and 
registrar for the 6% Cumulative Redeemable Convertible First Preference Shares 1966 Series with a par value 
of $10 each. 


The Royal Trust Company is the Trustee under the Debenture Trust Indenture pursuant to which 
$1,250,000 aggregate principal amount of 612% Convertible Collateral Trust Debentures (hereinafter 
referred to as the “Debentures”) have been issued and registers upon which coupon Debentures are and may 
be registered as to principal and upon which fully registered Debentures are and shall be registered as to 
principal and interest and upon which transfers of Debentures so registered are and shall be recorded are 
kept by The Royal Trust Company at its principal offices in the cities of Toronto and Montreal which are 
presently located at 66 King Street West and 105 St. James Street West respectively. 


7. The authorized capital of the Company consists of 225,000 First Preference Shares with a par value of 
$10 each, issuable in series, and 750,000 common shares without par value of which 271,000 common 
shares have been issued and are outstanding as fully paid and non-assessable. The first series of the First 
Preference Shares authorized to be issued consists of 150,000 shares designated as 6% Cumulative Redeem- 
able Convertible First Preference Shares 1966 Series. 


8. The first preference shares with a par value of $10 each (hereinafter called “first preference shares”) 
have attached thereto, as a class, preferences, rights, conditions, restrictions, limitations and prohibitions 
substantially as follows: 


(a) The first preference shares may at any time or from time to time be issued in one (1) or more 
series, each series to consist of such number of shares as may before the issue thereof be determined by 
the directors; the directors of the Company may (subject as hereinafter provided) by resolution fix 
from time to time before the issue thereof the designation, preferences, rights, conditions, restrictions, 
limitations or prohibitions attaching to the first preference shares of each series including, without limit- 
ing the generality of the foregoing, the rate of preferential dividends, the dates of payment thereof, the 
redemption price and terms and conditions of redemption, conversion rights (if any) and any sinking 
fund or other provisions, the whole subject to the issue of Supplementary Letters Patent setting forth 
the designation, preferences, rights, conditions, restrictions, limitations or prohibitions attaching to the 
first preference shares of such series; 


.(b) The first preference shares of each series shall be entitled to preference over the common 
shares of the Company, and any other shares ranking junior to the first preference shares, with respect 
to priority in payment of dividends and in the distribution of assets in the event of the liquidation, dis- 
solution or winding up of the Company, whether voluntary or involuntary, or any other distribution of 
the assets of the Company among its shareholders for the purpose of winding up its affairs and may also 
be given such other preferences over the common shares of the Company and any other shares ranking 
junior to the first preference shares as may be determined as to the respective series authorized to be 
issued; . 


(c) The first preference shares of each series shall rank on a parity with the first preference shares 
of every other series with respect to priority in payment of dividends and in the distribution of assets in 
the event of the liquidation, dissolution or winding up of the Company, whether voluntary or involuntary, 
or any other distribution of the assets of the Company among its shareholders for the purpose of wind- 
ing up its affairs; no series of first preference shares shall be authorized which shall have a dividend rate 
in excess of eight per cent (8%) per annum on the amounts from time to time paid up thereon or be 
entitled to receive upon liquidation, dissolution or winding up or upon redemption a sum in excess of 
one hundred and ten per cent (110%) of the amounts paid up thereon plus a sum equivalent to all 
unpaid dividends accumulated thereon; 
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(d) No dividends shall at any time be declared or paid on or set apart for payment on any shares 
of the Company ranking junior to the first preference shares unless all dividends up to and including 
the dividend payable for the last completed half year on each series of the first preference shares then 
issued and outstanding shall have been declared and paid or set apart for payment at the date of such 
declaration or payment or setting apart for payment on such shares of the Company ranking junior to 
the first preference shares nor shall the Company call for redemption or purchase for cancellation or 
reduce or otherwise pay off less than all of the first preference shares then outstanding or any shares of 
the Company ranking junior to the first preference shares unless all dividends up to and including the 
dividend payable for the last completed half year on each series of the first preference shares then issued 
and outstanding shall have been declared and paid or set apart for payment at the date of such call for 
redemption, purchase, reduction or other payment off; 


(e) The holders of the first preference shares shall not be entitled as such (except as hereinafter 
specifically provided) to receive notice of or to attend any meeting of the shareholders of the Company 
or to vote at any such meeting (but shall be entitled to receive notice of meetings of shareholders of the 
Company called for the purpose of authorizing the dissolution of the Company or the sale of its under- 
taking or a substantial part thereof) unless and until the Company from time to time shall fail to pay in 
the aggregate four (4) half yearly dividends on the first preference shares of any one (1) series on the 
dates on which the same should be paid according to the terms thereof and unless and until four (4) 
half yearly dividends on such shares shall remain outstanding and be unpaid whether or not consecu- 
tive and whether or not such dividends have been declared and whether or not there are any moneys of 
the Company properly applicable to the payment of dividends; thereafter but only so long as any divi- 
dends on the first preference shares of any series remain in arrears the holders of the first preference 
shares shall be entitled to receive notice of and to attend all meetings of shareholders of the Company 
and shall be entitled to one (1) vote in respect of each first preference share held and shall be entitled, 
voting separately and as a class, to elect two-fifths of the total number of the directors of the Company 
or, if the total number of the directors be not evenly divisible by two-fifths, then the next highest number 
above two-fifths; nothing herein contained shall be deemed to limit the right of the Company from time 
to time to increase or decrease the number of its directors; 


Notwithstanding anything contained in the by-laws of the Company, all directors of the Company 
in office at any time when the right to elect directors shall accrue to the holders of first preference shares 
as herein provided, or who may be elected as directors thereafter and before a meeting of shareholders 
hereinafter referred to shall retire at the next annual meeting of shareholders or at a general meeting of 
shareholders which may be held for the purpose of electing directors at any time after the accrual of such 
right; any such general meeting of shareholders to elect directors may be called upon not less than 
twenty (20) days’ written notice and shall be called by the secretary of the Company upon the written 
request of the holders of record of at least one-tenth (1/10) of the outstanding first preference shares; 
in default of the calling of such general meeting by the secretary within ten (10) days after the making 
of such request, such meeting may be called by any holder of record of first preference shares; any 
vacancy or vacancies occurring among members of the board elected to represent the holders of first 
preference shares in accordance with the foregoing provisions may be filled by the board of directors 
with the consent and approval of the remaining director or directors elected to represent the holders of 
first preference shares but if there be no such remaining director or directors, the board may elect or 
appoint sufficient holders of first preference shares to fill the vacancy or vacancies; whether or not such 
vacancy or vacancies is or are so filled by the board, the holders of record of at least one-tenth (1/10) 
of the outstanding first preference shares shall have the right to require the secretary of the Company to 
call a meeting of the holders of first preference shares for the purpose of filling the vacancy or vacancies 
and the provisions of this paragraph shall apply with respect to the calling of any such meeting; 


Notwithstanding anything contained in the by-laws of the Company (i) upon any termination of the 
voting rights of the holders of the first preference shares, the term of office of the directors elected to 
represent the holders of first preference shares shall forthwith terminate and (ii) the holding of one (1) 
first preference share shall be sufficient to qualify a person for election or appointment as a director of 
the Company to represent the holders of first preference shares; 


(f) The authorization required by subsection 4 of section 33 of The Corporations Act to delete 
or vary any preference, right, condition, restriction, limitation or prohibition attaching to the first prefer- 
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ence shares as a class or to create preference shares ranking in priority to or on a parity with the first 
preference shares may be given by at least two-thirds (2/3) of the votes cast at a meeting of the holders 
of the first preference shares duly called for that purpose and held upon at least fifteen (15) days’ 
notice at which the holders of at least a majority of the outstanding first preference shares are present 
or represented by proxy; if at any such meeting the holders of a majority of the outstanding first prefer- 
ence shares are not present or represented by proxy within one-half (14) an hour after the time appointed 
for such meeting, then the meeting shall be adjourned to such date being not less than twenty-one (21) 
_ days later and to such time and place as may be appointed by the chairman and not less than fifteen (15) 
days’ notice shall be given of such adjourned meeting but it shall not be necessary in such notice to 
specify the purpose for which the meeting was originally called; at such adjourned meeting the holders 
of first preference shares present or represented by proxy may transact the business for which the meet- 
ing was originally called and a resolution passed thereat by not less than two-thirds (2/3) of the votes 
cast at such meeting shall constitute the authorization of the holders of the first preference shares referred 
to above; the formalities to be observed in respect of the giving of notice of any such meeting or 
adjourned meeting and the conduct thereof shall be those from time to time prescribed by the by-laws of 
the Company with respect to meetings of shareholders. 


The first series of the said class of first preference shares consists of one hundred and fifty 
thousand (150,000) shares with a par value of $10 each designated “6% Cumulative Redeemable Con- 
vertible First Preference Shares 1966 Series” (hereinafter called “preference shares 1966 Series”) and, 
in addition to the preferences, rights, conditions, restrictions, limitations and prohibitions attaching to 
the first preference shares as a class, have attached thereto preferences, rights, conditions, restric- 
tions, limitations and prohibitions substantially as follows: 


(1) The holders of the preference shares 1966 Series shall be entitled to receive and the Company 
shall pay thereon as and when declared by the board of directors out of the moneys of the Company 
properly applicable to the payment of dividends fixed cumulative preferential cash dividends at the rate 
of six per cent (6%) per annum payable half-yearly on the first day of February and August in each 
year on the amounts from time to time paid up thereon; such dividends shall accrue from such date or 
dates not later than six (6) months after the respective dates of issue as may in the case of each issue 
be determined by the board of directors of the Company or in case no date be so determined then from 
the date of allotment; cheques of the Company payable at par at any branch of the Company’s bankers 
for the time being in Canada (far northern branches excepted) shall be issued in respect of such divi- 
dends; if on any dividend payment date the dividend payable on such date is not paid in full on all of 
the preference shares 1966 Series then issued and outstanding, such dividend or the unpaid part thereof 
shall be paid on a subsequent date or dates determined by the board of directors of the Company on 
which the Company shall have sufficient moneys properly applicable to the payment of the same; the 
holders of the preference shares 1966 Series shall not be entitled to any dividends other than or in 
excess of the cash dividends hereinbefore provided for; 


(2) In the event of the liquidation, dissolution or winding up of the Company or any other dis- 
tribution of assets of the Company among its shareholders for the purpose of winding up its affairs the 
holders of the preference shares 1966 Series shall be entitled to receive the amount paid up on such 
shares together with a premium of six per cent (6%) thereof and all accrued and unpaid preferential 
dividends (which for such purpose shall be calculated as if such dividends were accruing for the period 
from the expiration of the last half yearly period for which dividends have been paid up to the date of 
distribution) before any amount shall be paid or any property or assets of the Company distributed to 
the holders of common shares or shares of any other class ranking junior to the preference shares 1966 
Series; after payment to the holders of the preference shares 1966 Series of the amount so payable to 
them they shall not be entitled to share in any further distribution of the property or assets of the 
Company; 


(3) Subject to the provisions of clause (d) of the provisions attaching to the first preference shares 
as a class, the Company may at any time or times purchase (if obtainable) for cancellation all or any 
part of the preference shares 1966 Series outstanding from time to time in the market (including pur- 
chase through or from an investment dealer or firm holding membership on a recognized stock 
exchange) or by invitation for tenders addressed to all the holders of record of the preference shares 
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1966 Series outstanding at the lowest price or prices at which, in the opinion of the directors, such 
shares are obtainable but not exceeding the price at which at the date of purchase such shares are 
redeemable as provided in clause (4) hereof, plus costs of purchase. If upon any invitation for tenders 
under the provisions of this clause the Company shall receive tenders at the lowest price which the 
Company may be willing to pay for more preference shares 1966 Series than the Company is prepared 
to accept, the preference shares 1966 Series so tendered shall be purchased as nearly as may be pro rata 
(disregarding fractions) according to the number of preference shares 1966 Series so tendered by each 
holder thereof; 


(4) Subject to the provisions of clause (d) of the provisions attaching to the first preference shares 
as a class, the Company may upon giving notice as hereinafter provided redeem at any time from and 
after March 1, 1969 the whole or from time to time any part of the then outstanding preference shares 
1966 Series on payment for each share to be redeemed of the amount paid up on such share together 
with a premium of six per cent (6%) thereof and all accrued and unpaid preferential dividends (which 
for such purpose shall be calculated as if the dividends on the preference shares 1966 Series were accruing 
for the period from the expiration of the last half-yearly period for which dividends have been paid up 
to the date of such redemption); 


(5) In any case of redemption of preference shares 1966 Series under the provisions of clause 
(4) hereof, the Company shall at least thirty (30) days before the date specified for redemption mail to 
each person who at the date of mailing is a registered holder of preference shares 1966 Series to be 
redeemed a notice in writing of the intention of the Company to redeem such preference shares 1966 
Series; such notice shall be mailed in a prepaid letter addressed to each such shareholder at his address 
as it appears on the books of the Company or in the event of the address of any such shareholder not so 
appearing then to the last known address of such shareholder, provided, however, that accidental failure 
or omission to give any such notice to one (1) or more of such holders shall not affect the validity of 
such redemption; such notice shall set out the redemption price and the date on which redemption is to 
take place and if part only of the preference shares 1966 Series held by the person to whom it is 
addressed is to be redeemed the number thereof so to be redeemed; on or after the date so specified 
for redemption the Company shall pay or cause to be paid to or to the order of the registered holders 
of the preference shares 1966 Series to be redeemed the redemption price on presentation and surrender 
at the head office of the Company or any other place designated in such notice of the certificates repre- 
senting the preference shares 1966 Series so called for redemption; such payment shall be made by 
cheques payable at par at any branch of the Company’s bankers for the time being in Canada (far 
northern branches excepted); if a part only of the preference shares 1966 Series represented by any 
certificate shall be redeemed, a new certificate for the balance shall be issued at the expense of the 
Company; from and after the date specified for redemption in any such notice, the preference shares 
1966 Series called for redemption shall cease to be entitled to dividends and the holders thereof shall 
not be entitled to exercise any of the rights of shareholders in respect thereof unless payment of the 
redemption price shall not be made upon presentation of certificates in accordance with the foregoing 
provisions, in which case the rights of the holders shall remain unaffected; the Company shall have the 
right at any time after the mailing of notice of its intention to redeem any preference shares 1966 Series 
as aforesaid to deposit the redemption price of the preference shares 1966 Series so called for redemp- 
tion or of such of the said shares represented by certificates as have not at the date of such deposit 
been surrendered by the holders thereof in connection with such redemption to a special account in any 
chartered bank or any trust company in Canada named in such notice to be paid without interest to 
or to the order of the respective holders of such preference shares 1966 Series called for redemption upon 
presentation and surrender to such bank or trust company of the certificates representing the same and 
upon such deposit being made or upon the date specified for redemption in such notice, whichever is the 
later, the preference shares 1966 Series in respect whereof such deposit shall have been made shall be 
redeemed and the rights of the holders thereof after such deposit or such redemption date, as the case 
may be, shall be limited to receiving without interest their proportionate part of the total redemption 
price so deposited against presentation and surrender of the said certificates held by them respectively; 
any interest allowed on any such deposit shall belong to the Company; 


(6) So long as any of the preference shares 1966 Series are outstanding, the Company shall not 
(i) declare or pay any dividend (other than stock dividends in shares of the Company ranking 
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junior to the preference shares 1966 Series) on any of its shares at any time outstanding and 
ranking junior to the preference shares 1966 Series; or 
(ii) redeem, reduce, purchase or otherwise pay off any of its shares at any time outstanding and 
ranking junior to the preference shares 1966 Series (except out of the proceeds of an issue 
of shares ranking junior to the preference shares 1966 Series made at any time after the first 
day of March, A.D. 1966, and prior to or contemporaneously with any such redemption, 
reduction, purchase or payment); or 
(iii) elect to pay any tax on undistributed income under the provisions of Section 105 of the Income 
Tax Act (Revised Statutes of Canada 1952, Chapter 148) as now enacted or as the same may 
from time to time be amended or re-enacted or elect to pay any tax under any similar pro- 
visions, 
if immediately after giving effect to any such action (a) consolidated current assets of the Company 
and its subsidiaries would be less than 200% of consolidated current liabilities of the Company and its 
subsidiaries, or (b) total equity of the Company would be less than $3,200,000; 


For the purposes of this clause (6) the directors of the Company may from time to time deter- 
mine the consolidated current assets of the Company and its subsidiaries, the consolidated current 
liabilities of the Company and its subsidiaries and the total equity of the Company as of a date not 
more than thirty (30) days prior to the making of such determination and may determine such consoli- 
dated current assets, consolidated current liabilities and total equity to be not less than a stated amount 
without determining the exact amount thereof; in making any such determination, the directors shall con- 
sider and may rely on the last available audited consolidated balance sheet of the Company and its 
subsidiaries and/or the last available audited balance sheet of the Company reported on by the Com- 
pany’s auditors and may consider and rely on the last available unaudited consolidated balance sheet of 
the Company and its subsidiaries and/or the last available unaudited balance sheet of the Company 
prepared by the accounting officers of the Company and upon any other financial statement, report or 
other data which they may consider reliable provided that the directors shall not make any such deter- 
mination on the basis of any such balance sheet, statement, report or other data if to their knowledge 
any event has happened which would materially and adversely affect such consolidated current assets, 
consolidated current liabilities and total equity as determined on such basis; upon any determination 
having been made by the directors under the provisions hereof the consolidated current assets of the 
Company and its subsidiaries, the consolidated current liabilities of the Company and its subsidiaries and 
the total equity of the Company as at any date within a period of ninety (90) days following the date 
as of which such determination is made (unless any further determination of such consolidated current 
assets, consolidated current liabilities and total equity is so made within the said period) shall be con- 
clusively deemed to be not less than the amount stated in such determination and such determination 
shall be conclusive and binding on the Company and the holders of shares of every class; 


(7) Upon and subject to the terms and conditions hereinafter set forth, each preference share 1966 
Series shall be convertible at the option of the holder thereof at any time prior to the close of business 
on the first day of March, A.D. 1978, subject as hereinafter provided, into fully paid and non- 
assessable common shares of the Company upon the following basis: (i) one and one-quarter (1%) 
common shares for each one (1) preference share 1966 Series in respect of which the conversion privi- 
lege is exercised on or before the first day of March, A.D. 1973, and (ii) one (1) common share for 
each one (1) preference share 1966 Series in respect of which the conversion privilege is exercised after 
the first day of March, A.D. 1973 and on or before the first day of March, A.D. 1978; in the case of 
any preference share 1966 Series which may be called forredemption, notwithstanding anything herein 
contained, the right of conversion thereof shall cease and terminate at the close of business on the third 
day preceding the date fixed for redemption, provided however that, if the Company shall fail to redeem 
such preference share 1966 Series in accordance with the notice of redemption, the right of conversion 
shall thereupon be restored and continue as before; if upon the conversion of one (1) or more preference 
shares 1966 Series at the rates herein provided into the maximum number of common shares into which 
such preference shares 1966 Series are convertible a holder of preference shares 1966 Series shall become 
entitled to a fraction of a common share, a bearer fractional certificate shall be issued in respect thereof; 


In case the Company shall at any time or from time to time after the first day of March, A.D. 1966 
and on or before the close of business on the first day of March, A.D. 1978 issue or sell any additional 
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equity shares (as hereinafter defined) or be deemed as hereinafter provided to issue additional equity 
shares for a consideration per share (calculated as hereinafter provided) less than the conversion price 
(as hereinafter defined) in effect immediately prior to the issue or sale or deemed issue of such addi- 
tional equity shares, then and thereafter successively upon each such issue or sale the conversion price 
in effect immediately prior to the issue or sale or deemed issue of such additional equity shares shall 
forthwith be and be deemed to be reduced to a price (computed in the case of fractions to the next 
higher cent) determined by dividing (a) an amount equal to the sum of (i) the number of equity shares 
of the Company outstanding on the first day of March, A.D. 1966 multiplied by Eight dollars ($8) if 
such computation is made on or before the first day of March, A.D. 1973, or multiplied by Ten dollars 
($10) if such computation is made after the first day of March, A.D. 1973 and on or before the first 
day of March, A.D. 1978, plus (ii) the aggregate consideration received or deemed to have been 
received by the Company for additional equity shares issued or sold or deemed to have been issued 
after the first day of March, A.D. 1966, by (b) an amount equal to the sum of (i) the number of 
equity shares outstanding on the first day of March, A.D. 1966 (increased or decreased to the extent 
that the number of equity shares outstanding on the first day of March, A.D. 1966 shall thereafter be 
increased or decreased by any redivision or subdivision or consolidation thereof) plus (ii) the number 
of all additional equity shares of the Company issued or sold or deemed to have been issued after the 
first day of March, A.D. 1966 (increased or decreased to the extent that the number of such equity 
shares shall after the issue thereof be increased or decreased or would, in the case of a deemed issue, be 
increased or decreased if outstanding by any redivision or subdivision or consolidation thereof); pro- 
vided that, if the conversion price is so adjusted at any time or from time to time on or before the first 
day of March, A.D. 1973, it shall immediately be readjusted in accordance with the foregoing on the 
second day of March, A.D. 1973 as if all additional equity shares theretofore issued or sold or deemed 
to have been issued had only been issued or deemed to have been issued on the second day of March, 
A.D. 1973; for the purpose of any adjustment of the conversion price as aforesaid, the conversion price 
applicable at any particular time shall be an amount expressed in dollars equal to the quotient obtained 
by dividing ten (10) by the number of common shares into which each preference share 1966 Series is 
convertible at the particular time and the following provisions shall be applicable: 


(i) In case at any time the Company shall in any manner grant any rights to subscribe for or to 
purchase, or any options for the purchase of, equity shares or any shares or securities con- 
vertible into or exchangeable for equity shares (such convertible or exchangeable shares or 
securities being herein called “convertible securities”), whether or not such rights or options 
or the right to convert or exchange any such convertible securities are immediately exercisable, 
and the price per share for which equity shares are issuable upon the exercise of such rights 
or options or upon conversion or exchange of such convertible securities (determined by 
dividing (a) the total amount, if any, received or receivable by the Company as consideration 
for the granting of such rights or options, plus the minimum aggregate amount of additional 
consideration payable to the Company upon the exercise of such rights or options, plus, in 
the case of such convertible securities, the minimum aggregate amount of additional con- 
sideration, if any, payable upon the conversion or exchange thereof, by (b) the total maxi- 
mum number of equity shares issuable upon the exercise of such rights or options or issuable 
upon or resulting from the conversion or exchange of all such convertible securities issuable 
upon the exercise of such rights or options) shall be less than the conversion price in effect 
immediately prior to the time of the granting of such rights or options to purchase equity shares 
or convertible securities, then the total maximum number of equity shares issuable upon the 
exercise of such rights or options or issuable upon or resulting from the conversion or exchange 
of the total maximum amount of such convertible securities issuable upon the exercise of such 
rights or options shall (as of the date of granting such rights or options) be deemed to be out- 
standing and to have been issued for such price per share; no further adjustment of the con- 
version price shall be made upon the actual issue of such equity shares or of such convertible — 
securities upon exercise of such rights or options or upon the actual issue of such equity shares 
upon conversion or exchange of such convertible securities, except as otherwise provided in 
sub-clause (iii) below; 


(ii) In case the Company shall in any manner issue or sell any convertible securities, whether or 
not the rights to exchange or convert thereunder are immediately exercisable, and the price 
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(iii) 


per share for which equity shares are issuable upon or resulting from such conversion or 
exchange (determined by dividing (a) the total amount received or receivable by the Com- 
pany as consideration for the issue or sale of such convertible securities, plus the minimum 
aggregate amount of additional consideration, if any, payable to the Company upon the con- 
version or exchange thereof, by (b) the total maximum number of equity shares issuable 
upon or resulting from the conversion or exchange of all such convertible securities), shall be 
less than the conversion price in effect immediately prior to the time of such issue or sale, 
then the total maximum number of equity shares issuable upon or resulting from the conver- 
sion or exchange of all such convertible securities shall (as of the date of the issue or sale of 
such convertible securities) be deemed to be outstanding and to have been issued for such 
price per share; provided that, except as otherwise specified in sub-clause (iii) below, (A) no 
further adjustment of the conversion price shall be made upon the actual issue of such equity 
shares upon or in respect of the equity shares resulting from the conversion or exchange of 
such convertible securities, and (B) if any such issue or sale of such convertible securities is 
made upon exercise of any rights to subscribe for or to purchase or any option to purchase 
any such convertible securities for which adjustments of the conversion price have been or 
are to be made pursuant to sub-clause (i) above, no further adjustment of the conversion 
price shall be made by reason of such issue or sale; 


Upon the happening of any of the following events, namely, if the purchase price provided for 
in any rights or options referred to in sub-clause (i) above, the additional consideration, if 
any, payable upon the conversion or exchange of convertible securities referred to in sub- 
clauses (i) or (ii) above or the rate at which any convertible securities referred to in sub- 
clauses (i) or (ii) above are convertible into or exchangeable for equity shares shall change 
(other, in each case, than under or by reason of provisions designed to protect against dilution), 
the conversion price in effect at the time of such event shall forthwith be readjusted to the con- 
version price which would have been in effect at such time had such rights, options or con- 
vertible securities still outstanding at such time been initially granted, issued or sold and the 
conversion price initially adjusted as provided in sub-clauses (i) and (ii) above, whichever 
was applicable, except that the minimum aggregate amount of additional consideration pay- 
able and the total maximum number of shares issuable shall be determined after giving eflect 
to such event (and any prior event or events); and, on the expiration of any such option or 
right or the termination of any such right to convert or exchange such convertible securities, 
the conversion price then in effect shall forthwith be increased to the conversion price which 
would have been in effect at the time of such expiration or termination after adjustment as 
herein provided only for the number of equity shares actually issued on or resulting from the 
exercise of such option or right or the conversion or exchange of such convertible securities; 


(iv) In case the Company shall declare a dividend or make any other distribution upon any shares 


(v) 


(vi) 


of the Company payable in equity shares or convertible securities, any equity shares or con- 
vertible securities, as the case may be, issuable in payment of such dividend or distribution 
shall be deemed to have been issued or sold without consideration; 


In case any equity shares or convertible securities or any rights or options to purchase any 
such equity shares or convertible securities shall be issued or sold for cash, the consideration 
received therefor shall be deemed to be the amount received by the Company therefor, with- 
out deduction therefrom of any expenses incurred«or any underwriting commissions or con- 
cessions paid or allowed by the Company in connection therewith; in case any equity shares 
or convertible securities or any rights or options to purchase any such equity shares or con- 
vertible securities shall be issued or sold for a consideration other than cash, the amount of 
the consideration other than cash received by the Company shall be deemed to be the fair 
value of such consideration as determined by the board of directors of the Company, without 
deduction of any expenses incurred or any underwriting commissions or concessions paid or 
allowed by the Company in connection therewith; 


In case the Company shall take a record of the holders of its equity shares for the purpose of 
entitling them (a) to receive a dividend or other distribution payable in equity shares or in 
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convertible securities, or (b) to subscribe for or purchase equity shares or convertible securi- 
ties, then such record date shall be deemed to be the date of the issue or sale of the equity 
shares deemed to have been issued or sold upon the declaration of such dividend or the making 
of such other distribution or the date of the granting of such right of subscription or purchase, 
as the case may be; 


(vii) For the purpose of any adjustment in the conversion price required to be made in accordance 
with the provisions of this clause (7), the aggregate consideration received by the Company 
for additional equity shares shall be the consideration received by the Company computed in 
accordance with the foregoing provisions of this clause (7) plus, if the computation is being 
made after the first day of March, A.D. 1973, an amount of Two dollars ($2) for each equity 
share issued or sold or deemed to have been issued in accordance with the foregoing pro- 
visions on or before the first day of March, A.D. 1973; 


In case the Company shall at any time redivide or subdivide its outstanding equity shares into a 
greater number of shares, the conversion price in effect immediately prior to such subdivision shall be 
proportionately reduced and the number of common shares issuable on the conversion of the preference 
shares 1966 Series shall be proportionately increased and, conversely, in case the outstanding equity 
shares of the Company shall be redivided or consolidated into a smaller number of shares, the conver- 
sion price in effect immediately prior to such redivision or consolidation shall be proportionately increased 
and the number of common shares issuable on the conversion of the preference shares 1966 Series shall 
be proportionately decreased; 


In case of any reclassification or change of outstanding equity shares (other than a change in par 
value or from par value to no par value or from no par value to par value or as a result of a sub- 
division or consolidation) or in case of any amalgamation, consolidation or merger of the Company with 
or into another corporation or in case of any sale or conveyance to another corporation of the property 
of the Company as an entirety or substantially as an entirety, then, as a condition of such reclassifica- 
tion, change, amalgamation, consolidation, merger, sale or conveyance, the holder of each of the prefer- 
ence shares 1966 Series then outstanding shall thereafter have the right to convert such preference share 
1966 Series into the kind and amount of shares and other securities and property receivable upon such 
reclassification, change, amalgamation, consolidation, merger, sale or conveyance which the holder of a 
number of common shares equal to the number of shares immediately theretofore receivable by such 
holder upon the exercise of the right of conversion would have received as a result of such reclassifica- 
tion, change, amalgamation, consolidation, merger, sale or conveyance; 


Anything in this clause (7) to the contrary notwithstanding, the Company shall not be required 
to make any adjustment of the conversion price in any case in which the amount by which such conver- 
sion price would be reduced or increased in accordance with the foregoing provisions of this clause (7) 
is less than twenty-five cents (25¢) per common share, but any such lesser adjustment shall be carried 
forward and shall be made at the time and together with the next subsequent adjustment which together 
with any adjustments so carried forward shall amount to twenty-five cents (25¢) per common share or 
more; 


Anything in this clause (7) to the contrary notwithstanding, the conversion price shall not exceed 
a maximum of Eight dollars ($8) per common share on or before the first day of March, A.D. 1973; 
thereafter and on or before the first day of March, A.D. 1978, the conversion price shall not exceed a 
maximum of Ten dollars ($10) per common share; provided that, in case the equity shares of the Com- 
pany at any time outstanding shall be redivided or subdivided into a greater or redivided or consolidated 
into a lesser number of equity shares, such maximum shall thereupon be an amount which shall bear 
the same relation to the maximum established immediately prior to such redivision, subdivision or 
consolidation as the total number of equity shares outstanding immediately prior to such redivision, sub- 
division or consolidation shall bear to the total number of equity shares outstanding immediately after 
such redivision, subdivision or consolidation; 


In the event of any adjustment of the conversion price in accordance with this clause (7), each 
preference share 1966 Series shall thereafter. be convertible into a number of common shares determined 
by dividing ten (10) by the conversion price resulting from such adjustment; 
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The Company shall from time to time, as soon as possible after the occurrence of any event which 
requires an adjustment in the conversion price as hereinbefore in this clause (7) provided, cause its 
auditors to determine the adjusted conversion price which determination shall be conclusive and bind- 

ing for all purposes; 


In case at any time 


(i) the Company shall pay any dividend payable in shares upon its equity shares or make any other 
distribution (other than cash dividends) to the holders of its equity shares, or 


(ii) the Company shall offer for subscription pro rata to the holders of its equity shares any addi- 
tional shares of any class or other rights, or 


(iii) there shall be any capital reorganization or reclassification of the capital of the Company or 
amalgamation of the Company with, or sale of all or substantially all of its assets to, another 
corporation, or 


(iv) there shall be a voluntary or involuntary dissolution, liquidation or winding up of the Company, 


then, in any one or more of such cases, the Company shall give to each holder of preference shares 1966 
Series (a) at least twenty (20) days’ prior notice of the date on which the books of the Company shall 
close or a record shall be taken for such dividend, distribution or subscription rights or for determining 
rights to vote in respect of any such reorganization, reclassification, sale, amalgamation, dissolution, 
liquidation or winding up, and (b) in the case of any such reorganization, reclassification, amalgama- 
tion, sale, dissolution, liquidation or winding up, at least twenty (20) days’ prior notice of the date or 
approximate date when the same shall take place; such notice in accordance with the foregoing sub- 
clause (a) shall also specify, in the case of any such dividend, distribution or subscription rights, the 
date on which the holder of equity shares shall be entitled thereto; such notice in accordance with the 
foregoing sub-clause (b) shall also specify the date on which the holders of equity shares shall be 
entitled to exchange their equity shares for, or to receive, shares, securities or other property deliverable 
upon such reorganization, reclassification, amalgamation, sale, dissolution, liquidation or winding up, as 
the case may be; 


For the purposes of this clause (7), the following terms shall have the following respective 
meanings: 


(a) “equity shares” means the common shares without nominal or par value in the capital of the 
Company as said shares are presently constituted and such shares of any other class into which 
said common shares may hereafter be changed or reclassified and shall also include any share 
or any class of shares in the capital of the Company hereafter authorized which shall not limit 
the holders thereof to a fixed sum or percentage in respect of dividends and in the distribution 
of assets upon the liquidation, dissolution or winding up of the Company; 


(b) “additional equity shares” means any equity shares hereafter issued or sold or hereafter deemed 
to have been issued pursuant to the provisions of this clause (7) other than 


(i) equity shares which may be issued upon the exercise of the right of conversion attaching 
to $1,250,000 principal amount of 6% Convertible Collateral Trust Debentures of the 
Company issued pursuant to a Trust Indenture dated as of November 15, 1965 and made 
between the Company and The Royal Trust Company, as Trustee, and 


(ii) equity shares which may be issued upon the exercise of the right of purchase conferred 
upon the bearers of share purchase warrants entitling such bearers to purchase an aggre- 
gate of 185,000 common shares in the capital of the Company at any time on or before 
June 15, 1975, and 


(iii) common shares which may be issued upon the exercise of options granted or to be granted 
by the Company to key officers or full time employees of the Company or its subsidiaries 
to purchase not in excess of 20,000 common shares in the capital of the Company; 


The holder of preference shares 1966 Series desiring to convert his preference shares 1966 Series 
into common shares in accordance with the foregoing shall surrender the certificate or certificates repre- 
senting his preference shares 1966 Series so to be converted to the Company at its head office or to the 


23 


transfer agent, if any, for the time being of the preference shares 1966 Series together with a written 
request for such conversion in such form and with such verification or signature as the directors of the 
Company may from time to time require; the conversion shall be deemed to take effect as of the date 
upon which the said certificate or certificates shall be surrendered to the Company at its head office or 
to the transfer agent, as the case may be, accompanied by the said written request unless such date be a 
Saturday or a holiday in which event it shall take effect on the next business day; in the event that part 
only of the preference shares 1966 Series represented by any certificate shall be converted, a certificate 
for the remainder of the preference shares 1966 Series represented by the said certificate shall be delivered 
to the holder without charge; there shall be no payment or adjustment on account of any accumulated or 
unpaid dividends on the preference shares 1966 Series converted | or on account of any dividends on the 
common shares resulting from such conversion; 


(8) The Company shall not issue any first preference shares in excess of the One Hundred and 
Fifty Thousand (150,000) preference shares 1966 Series without the prior approval of the holders of 
the preference shares 1966 Series given as hereinafter specified unless 


(i) total equity of the Company is at least equal to two (2) times the aggregate amount paid up 
on all first preference shares and any shares ranking in any way prior to or on a parity with © 
the first preference shares which will be outstanding immediately after such issue, and 


(ii) average annual consolidated net earnings of the Company and its subsidiaries (as herein 
defined) for the last two completed fiscal years of the Company next preceding such issue 
shall have been at least equal to four (4) times the annual dividend requirements on all first 
preference shares and any shares ranking in any way prior to or on a parity with the first 
preference shares which will be outstanding immediately after such issue; 

a report of the Company’s auditors for the time being as to whether the Company is or is not entitled to 
issue any first preference shares without the prior approval aforesaid shall be conclusive and binding on 
the Company and the holders of shares of every class; 


(9) No class of shares may be created or issued ranking as to capital or dividends prior to or on 
a parity with the first preference shares without the approval of the holders of the preference shares 1966 
Series given as hereinafter specified nor shall the authorized amount of first preference shares be increased 
without such approval; provided that nothing in this clause (9) contained shall prevent the Company 
from issuing additional series of the first preference shares without such approval as permitted by clause 
(8) hereof; 


(10) In these share provisions, the following terms shall have the following respective meanings: 


(a) “subsidiary company” or “subsidiary” means any corporation or company of which more 
than Fifty (50%) per cent of the outstanding voting shares are for the time being owned by 
or held for the Company and/or any subsidiary of the Company and includes any corpora- 
tion or company in like relation to a subsidiary; “voting shares” as used in this definition means 
shares of any class carrying voting rights but shall not include shares of any class carrying 
limited voting rights or carrying voting rights by reason of the happening of any contingency 
whether or not such contingency shall have happened; 


(b) “consolidated net earnings” means all the gross earnings and income of the Company and its 
subsidiary companies from all sources less all administrative, selling and operating charges 
and expenses of every character and all fixed charges of the Company and its subsidiary com- 
panies (but excluding gains or losses on the disposal of investments and fixed assets) arrived 
at on a consolidated basis in accordance with generally accepted accounting practice; with- 
out limitation of the generality of the foregoing, operating expenses shall include insurance, 
maintenance, repairs, renewals (except such expenditures for renewals as are charged to capital | 
account in accordance with generally accepted accounting practice), rentals, licenses, taxes 
(including taxes on income) and all interest and such provisions or allowances for bad and 
doubtful debts as the directors in their discretion, with the approval of the Company’s audi-. 
tors may determine, and, in addition to actual expenditures for maintenance, reasonable allow- 
ance for depreciation; the net earnings of any subsidiary company for the purpose of this 
definition shall only include such part of the net earnings and income of such subsidiary com- 


24 


pany calculated as aforesaid as under generally accepted accounting practice is applicable to 
those shares of such subsidiary company which are held by theCompany or any other sub- 
sidiary company; if, at the time of determining consolidated net earnings for any past period, 
the Company or any subsidiary has acquired, is in the process of acquiring, or proposes to 
acquire, any property or any shares of any other company (sufficient with any shares of such 
other company already owned by the Company or a subsidiary to result in such other company 
becoming a subsidiary) and if the net proceeds of a then proposed issue of first preference 
shares are to be applied directly or indirectly towards the cost of or in reimbursement of the 
cost of the acquisition of such property or shares (as to which a resolution of the directors 
shall be conclusive and binding) then the net earnings or net losses of such property or such 
other company for the same past period (calculated in accordance with the provisions herein 
contained respecting consolidated net earnings) shall, if in the opinion of the Company’s audi- 
tors, the Company has access to data sufficient to enable such auditors to determine such net 
earnings or net losses, be treated as net earnings or net losses, as the case may be, in the 
computation of consolidated net earnings; subject to the foregoing provisions hereof, consoli- 
dated net earnings shall be determined by the auditors of the Company; 


(c) “consolidated current assets” means the total of the current assets of the Company and its 
subsidiaries arrived at on a consolidated basis in accordance with generally accepted account- 
ing practice, provided always that in calculating consolidated net current assets due allow- 
ance shall be made for the minority interest, if any, in any subsidiary; 


(d) “current assets” means accounts receivable, bills and notes receivable and similar items 
receivable in the ordinary course of business (less such allowances for bad and doubtful debts 
as may be appropriate), cash on hand and in banks and in trust companies, marketable securi- 
ties (other than those of the Company and its subsidiaries) valued at the lower of cost or 
market, prepaid interest, insurance, municipal taxes and similar prepaid expenses of a current 

‘nature, stock-in-trade, including all manufactured products of the Company and its subsidiaries, 
and materials and supplies necessary for the operation of the plants of the Company and its 
subsidiaries valued at the lower of cost or market, cash surrender value of life insurance poli- 
cies in which the Company or any subsidiary is designated as beneficiary, and such other 
assets as are usually regarded as current by companies conducting a business similar to that of 
the Company or its subsidiaries, as the case may be; 


(e) “consolidated current liabilities” means the total of the current liabilities of the Company and 
its subsidiaries arrived at on a consolidated basis in accordance with generally accepted 
accounting practice, provided always that in calculating consolidated current liabilities due 
allowance shall be made for the minority interest, if any, in any subsidiary; 


(f) “current liabilities’ means accounts payable, proper reserves for taxes, bank loans and over- 
drafts, accrued interest and other liabilities required to be treated as current in accordance 
with generally accepted accounting practice, provided that (i) liabilities under forward com- 
mitments of purchase related to the current operations of the Company and its subsidiaries, 
and (ii) the principal of any indebtedness which does not mature within 12 months, and 
(iii) liabilities to capital stock and surplus, shall not be taken into account in determining 
current liabilities; 


(g) “total equity” means the aggregate of the following amounts appearing on a consolidated balance 
sheet of the Company and its subsidiaries, namely (i) paid up capital, (ii) earned surplus or 
deficit, as the case may be, (iii) contributed surplus and capital surplus other than a capital 
surplus arising from a revaluation of asssets, and (iv) any provision for deferred income taxes, 
after deducting from the aggregate of such amounts the amount of all intangible assets; 


(11) The foregoing provisions, the provisions of this clause and the provisions of clause (12) 
hereof may be deleted, varied, modified, amended or amplified by supplementary letters patent but only 
with the approval of the holders of the preference shares 1966 Series given as hereinafter specified, in 
addition to any vote or authorization required by The Corporations Act; 


(12) The approval of holders of the preference shares 1966 Series as to any and all matters referred 
to herein (in addition to or as distinct from any vote or authorization required by The Corporations Act) 


pis) 


may be given by resolution passed at a meeting of the holders of the preference shares 1966 Series duly 
called and held upon at least fifteen (15) days’ notice at which the holders of at least a majority of the . 
outstanding preference shares 1966 Series are present or represented by proxy and carried by the affirma- 
tive vote of the holders of not less than two-thirds (2/3) of the preference shares 1966 Series repre- 
sented and voted at such meeting cast on a poll; if at any such meeting the holders of a majority of 
the outstanding preference shares 1966 Series are not present or represented by proxy within half an 
hour after the time appointed for the meeting, then the meeting shall be adjourned to such date being 
not less than twenty-one (21) days later and to such time and place as may be appointed by the chair- 
man and at least fifteen (15) days’ notice shall be given of such adjourned meeting but it shall not be 
necessary in such notice to specify the purpose for which the meeting was originally called; at such 
adjourned meeting the holders of preference shares 1966 Series present in person or represented by 
proxy may transact the business for which the meeting was originally convened and a resolution passed 
thereat by the affirmative vote of the holders of not less than two-thirds (2/3) of the preference shares 
1966 Series represented and voted at such adjourned meeting cast on a poll shall constitute the approval 
of the holders of preference shares 1966 Series referred to above; the formalities to be observed with 
respect to the giving of notice of any such meeting or adjourned meeting and the conduct thereof shall 
be those from time to time prescribed in the by-laws of the Company with respect to meetings of share- 
holders; on every poll taken at every such meeting or adjourned meeting every holder of preference 
shares 1966 Series shall be entitled to one vote in respect of each preference share 1966 Series held. 


Any authorization required by subsection 4 of Section 33 of The Corporations Act may be given 
by at least two-thirds (2/3) of the votes cast at a meeting of the holders of the preference shares 1966 
Series duly called for that purpose. ‘ 


9. The Company has heretofore issued $1,250,000 aggregate principal amount of 612% Convertible Col- 
lateral Trust Debentures (the “Debentures”), the full principal amount of which is outstanding at the date 
hereof. 


The Debentures were issued under and subject to the provisions of a trust indenture (herein sometimes 
referred to as the ‘“Debenture Trust Indenture”) dated as of November 15, 1965 and entered into between 
the Company and The Royal Trust Company, as Trustee (hereinafter sometimes referred to as the “Deben- 
ture Trustee”). The Debentures mature on November 15, 1977 and bear interest at the rate of 612% per 
annum. 


The Debentures are direct obligations of the Company and are secured by a first, fixed and specific 
mortgage, pledge and charge on all of the issued and outstanding shares in the capital of Peppler Bros. Com- 
pany Limited (“Peppler”) and The Neustadt Manufacturing Company Limited (“Neustadt”) now owned or 
hereafter acquired by the Company. 


The Debentures are not redeemable prior to November 15, 1968. From and after November 15, 1968, 
the Debentures are redeemable prior to maturity at the option of the Company in whole at any time or in 
part from time to time on not less than thirty days’ notice at the principal amount thereof plus accrued 
interest to the date specified for redemption plus a premium of 612% of such principal amount if redeemed 
on or before November 15, 1969; thereafter such premium decreases progressively by 1% of such principal 
amount on November 16, 1969 and on each succeeding November 16 to and including November 16, 1974 
and by %2 of 1% on November 16, 1975, on and after which date the Debentures are redeemable without 
premium. 


Each Debenture is convertible at the option of the holder at any time up to the close of business on 
November 14, 1977 or the fifth day immediately preceding the date specified for redemption of such Deben- 
ture, whichever is the earlier, into fully paid and non-assessable shares in the capital of the Company as con- 
stituted at November 15, 1965 at a price of $8 per share if such conversion takes place on or before 
November 14, 1972 and at a price of $10 per share if such conversion takes place after November 14, 1972 
and on or before November 14, 1977. 


No adjustment for accrued interest on any Debenture or for dividends on the shares of the Company. 
issuable upon conversion will be made in respect of the conversion of any Debenture. The Debenture Trust 
Indenture contains provision for adjustment of the conversion privilege in certain events including the issue of 
shares or rights or options to purchase shares at a price below the conversion price in effect at the time of such 
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issue and subdivision and consolidation of outstanding shares. Provision is also made in the Debenture Trust 
Indenture to protect the right of conversion in the event of any capital reorganization or reclassification of 
shares of the Company or the amalgamation of the Company with another corporation or the sale or dis- 
position of all or substantially all of the assets of the Company. 


The Company has covenanted to establish a sinking fund by paying to the Trustee amounts sufficient to 
retire $70,000 principal amount of Debentures on November 15 in each of the years 1968 to 1976, inclusive. 
The Debentures are redeemable for sinking fund purposes on thirty days’ prior notice at the principal amount 
thereof plus accrued interest to the date specified for redemption. 


The Company is entitled to purchase Debentures in the market or by private contract at prices not 
exceeding the redemption price current at the time of purchase in respect of Debentures redeemed otherwise 
than out of sinking fund moneys plus accrued interest and reasonable costs of purchase. All Debentures 
purchased or redeemed (except Debentures purchased or redeemed out of sinking fund moneys) and all 
Debentures converted into common shares in the capital of the Company may be applied by the Company 
as a sinking fund credit in the manner and subject to the terms and conditions set out in the Debenture 
Trust Indenture. 


Other than as aforesaid and other than an outstanding bank loan of the Company which will be retired 
from the proceeds of the sale of the securities referred to in paragraph 13 hereof, there are no bonds, deben- 
tures or other securities of the Company outstanding or proposed to be issued, which if issued will rank ahead 
of or pari passu with the securities offered by this prospectus. 


10. No substantial indebtedness is to be created or assumed which is not shown in the pro forma consoli- 
dated balance sheet as at December 31, 1965 forming part of this prospectus except that the Company has 
a bank loan outstanding in the amount of $500,000 incurred in connection with the costs of construction of 
the new factory and the additions and alterations to the existing factory as referred to under the heading 
“Operations” on page 2 hereof, which loan is to be repaid from the proceeds of the sale of the securities 
referred to in paragraph 13 hereof. Reference is also made to paragraph 14 hereof. 


11. The Preference Shares 1966 Series will be convertible into common shares on the basis set forth in 
paragraph 8 hereof. 


The Debentures are convertible into common shares on the basis set forth in paragraph 9 hereof. 


The Company has issued to Annett & Company Limited pursuant to the underwriting agreement referred 
to in paragraph 27(ii) hereof share purchase warrants (the “Initial Warrants”) entitling the bearers thereof 
to purchase on or before the close of business on June 15, 1975 an aggregate of 100,000 common shares 
in the capital of the Company at a price of $8 per share to and including June 15, 1975. The Initial Warrants 
will expire at the close of business on June 15, 1975. The Initial Warrants have been issued under and 
pursuant to an Indenture dated as of June 1, 1965 and made between the Company and Guaranty Trust 
Company of Canada as Trustee as amended by a First Supplemental Indenture thereto dated as of October 
4, 1965 between the same parties (which Indenture as so amended is hereinafter referred to as the “First 
Warrant Indenture”). The First Warrant Indenture contains provisions for adjustment to the subscription 
price and number of shares issuable pursuant to the privilege attaching to the Initial Warrants in certain 
events including a subdivision or consolidation of the common shares in the capital of the Company or 
any reorganization or reclassification of the share capital of the Company, or in the event of any amalga- 
mation of the Company with another corporation or the sale of all or substantially ail of its assets to another 
corporation, or in the event of the issue of any shares or rights or options to purchasé common shares for 
a consideration less than the subscription price in effect at the time of such issue. 


The Company proposes to issue share purchase warrants (the “Second Warrants’’) entitling the bearers 
thereof to purchase on or before June 15, 1975 an aggregate of 85,000 common shares in the capital of 
the Company at a price of $8 per share to and including June 15, 1975. The Second Warrants will expire 
at the close of business on June 15, 1975. The Second Warrants are to be issued under and pursuant to 
an indenture (hereinafter referred to as the “Second Warrant Indenture”) to be dated as of March 1, 1966 
and to be made between the Company and Guaranty Trust Company of Canada, as Trustee. The Second 
Warrant Indenture will contain provisions for adjustment to the subscription price and number of common 
shares issuable pursuant to the privilege attaching to the Second Warrants in certain events, including a sub- 
division or consolidation of the common shares in the capital of the Company or any reorganziation or 
reclassification of the share capital of the Company, or in the event of any amalgamation of the Company 
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with another corporation, or the sale of all or substantially all of its assets to another corporation, or in the 
event of the issue of any shares or rights or options to purchase common shares for a consideration less 
than the subscription price in effect at the time of such issue. In addition, the Company will covenant in 
the Second Warrant Indenture to give at least 20 days’ prior notice to holders of unexercised Second Warrants 
of the date on which the books of the Company shall close or record be taken for (i) payment of any divi- 
dend payable in shares upon any of its common shares or the making of any distribution (other than regular 
cash dividends paid at an established annual rate) to the holders of its common shares (ii) the offering for 
subscription pro rata to the holders of its common shares of any additional shares of any class or other rights 
or (iii) the determining of any right to vote in respect of any capital reorganization or reclassification of the 
capital of the Company or the amalgamation of the Company with, or the sale of all or substantially all of 
its assets to, any other corporation or the voluntary dissolution, liquidation or winding up of the Company. 


The names of every person having an interest either directly or indirectly to the extent of not less than 
5% of the capital of Annett & Company Limited are set forth on the last page of this prospectus. 


The Company has reserved an aggregate of 20,000 common shares for issue upon the exercise of stock 
options granted to key officers or full time employees of the Company and its subsidiaries to purchase such 
shares at a price of $8 per share exercisable for periods up to six years. At the date hereof options are out- 
standing (subject to appropriate adjustments to give effect to any relevent change in the share capital of the 
Company) covering an aggregate of 20,000 shares, such options being exercisable at a price of $8 per share 
over a period of six years on the basis of 1/5 of the shares covered by each such option becoming avail- 
able for purchase at the end of each full year from the date such option is granted. Provision is made in 
each of such options for its earlier termination in the event that the employment of any such person to 
whom an option has beent granted is terminated prior to the expiry date of such option. ~ 


Save as hereinbefore stated, no securities of the Company are covered by options outstanding or proposed 
to be given by the Company. 


12. The Company proposes to issue and sell 150,000 Preference Shares 1966 Series and Second Warrants 
entitling the bearers thereof to purchase an aggregate of 85,000 common shares in the capital of the Company. 
The said 150,000 Preference Shares 1966 Series and 45,000 of the said 85,000 Second Warrants will be 
offered to the public in units each consisting of 10 Preference Shares 1966 Series and 3 Second Warrants 
at an offering price of $100 per unit. The offering price of the remaining 40,000 Second Warrants is 6¢ 
per Second Warrant. Reference is made to paragraph 16 hereof. 


Within the two preceding years the Company has issued and sold: 


(i) 115,000 shares in the capital of the Company for an aggregate consideration of $345,000 paid in 
cash, all of which shares have been duly issued and allotted and are fully paid up; 

(ii) 36,000 shares in the capital of the Company for an aggregate consideration of $199,800 represent- 
ing part of the purchase price paid by the Company for the acquisition by the Company of all 
the issued and outstanding shares in the capital of Neustadt, 80 5% non-cumulative participating 
preference shares and 1,980 common shares in the capital of Peppler being all of the issued and 
outstanding shares in the capital of Peppler (other than 1,000 common shares owned by Neustadt). 
Reference is hereby made to paragraphs 22 and 27 (iii) hereof for the terms of the agreement under 
which such shares were issued. 

(iii) 120,000 shares in the capital of the Company and Share Purchase Warrants entitling the bearers 
thereof to purchase an aggregate of 100,000 shares in the capital of the Company. The aggregate 
consideration received by the Company for the issue of such shares and Share Purchase Warrants 
was $674,000 paid in cash. 

(iv) $1,250,000 aggregate principal of 612% Convertible Collateral Trust Debentures referred to in 
paragraph 9 hereof. The aggregate consideration received by the Company for the issue of such 
Debentures was $1,187,500. 


No commissions were paid by the Company on the issue of the securities referred to in clauses (i), (ii), 
(iii) and (iv) above. Reference is made to clauses (ii) and (vii) of paragraph 27 hereof. 


13. The estimated net proceeds to be derived by the Company from the sale of the 150,000 Preference 
Shares 1966 Series and the 85,000 Second Warrants on the basis of the same being fully taken up and paid 
for is $1,502,000 less legal, auditing and other expenses in connection with the issuance thereof estimated at 
$20,000 and the commission of $90,000 referred to in paragraph 16 hereof. 
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14. The net proceeds to the Company from the sale by the Company of the securities referred to in para- 
graph 13 hereof will be used to the extent of (i) approximately $500,000 to repay bank indebtedness of 
the Company incurred in connection with the cost of construction of the new factory and of the additions 
and alterations to the existing factory as referred to under the heading “Operations” on page 2 hereof (ii) 
approximately $741,088 to cover the balance of the cost of such construction and to pay for the purchase 
of new machinery and equipment and (iii) approximately $150,912 being the balance of such net proceeds 
for addition to the working capital of the Company. The net proceeds, exclusive of amounts required to re- 
pay the aforesaid bank indebtedness of the Company will be deposited with Montreal Trust Company to be 
held by it and released (i) to the extent of $741,088 at any time and from time to time to The Austin Com- 
pany Limited, the general contractor referred to in paragraph 27(v) hereof, upon receipt from time to time 
of written requests of the Company supported by certificates of the general contractor that moneys are 
required to be paid in connection with the costs of the construction mentioned above and to the vendor or 
vendors of the new machinery and equipment to be purchased by Peppler upon receipt from time to time of 
written requests of the Company supported by invoices of such vendor or vendors and (ii) the balance to be 
remitted to the Company upon demand to be added to its working capital. 


15. No minimum amounts in the opinion of the Directors, must be raised by the issue of the said securities 
to provide the sum required or the balance of the sum required to pay the purchase price of any property, 
to meet preliminary expenses or commissions payable by the Company or to repay bank loans except that 
the amount of $500,000 must be raised to repay the bank loan referred to in paragraph 14 hereof and the 
amount of $90,000 must be raised to pay the commission referred to in paragraph 16 hereof. 


16. By agreement dated January 31, 1966 as amended by letter agreement dated February 7, 1966 and 
made between the Company and Annett & Company Limited, 220 Bay Street, Toronto, Ontario acting on 
its own behalf as underwriter (hereinafter referred to as the “Underwriter’) the Company agreed to sell and 
the Underwriter agreed to purchase, subject to the terms and conditions set out in the said agreement and 
compliance with the necessary legal formalities, 150,000 Preference Shares 1966 Series and 85,000 Second 
Warrants for an aggregate purchase price of $1,502,000 payable in cash against delivery of certificates in 
interim or definitive form for the said Preference Shares 1966 Series and Second Warrants on or about 
March 21, 1966. 


As stated in paragraph 12 hereof, the 150,000 Preference Shares 1966 Series and 45,000 of the said 
85,000 Second Warrants are being offered in units each consisting of 10 Preference Shares 1966 Series and 
3 Second Warrants. The remaining 40,000 Second Warrants of the Company being purchased by the Under- 
writer pursuant to the agreement aforesaid will be offered by the Underwriter at a price of 6¢ per Second 
Warrant. The said agreement also provides for the payment of a commission by the Company to the Under- 
writer of $90,000. 


17. The by-laws of the Company contain the following provisions with respect to the remuneration of the 
Directors: 


“The remuneration (if any) to be paid to the Directors shall be such as the Board of Directors shall 
from time to time determine. Any remuneration so payable to a Director who is also an officer or employee 
of the Company or who is counsel or solicitor to the Company or otherwise serves it in a professional 
capacity shall be in addition to his salary or to his professional fees as the case may be. The Directors may 
also by resolution award special remuneration to any Director undertaking any special services, on the 
Company’s behalf, other than the routine work ordinarily required of a Director to the Company, and may 
allow any Director who is an officer of the Company a monthly allowance towards the maintenance and 
upkeep of an automobile and confirmation of any such resolution or resolutions by the shareholders shall 
not be required. The Directors shall be entitled to be paid for travelling and other expenses properly incurred 
by them in connection with the affairs of the Company.” 


18. The first fiscal period of the Company ended on December 31, 1965. No remuneration was paid to 
the Directors of the Company as such during the first financial year of the Company and it is estimated that 
the remuneration to be paid to directors of the Company as such during the current financial year will be 
$200 per meeting plus expenses. The aggregate remuneration paid by the Company and its subsidairies 
during the said financial year of the Company ended December 31, 1965 to officers of the Company and its 
subsidiaries who individually received remuneration in excess of $10,000 per annum was $77,000 and the 
estimated aggregate of such remuneration for the current financial year is $77,000. 
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19. Except as referred to in paragraph 16 hereof, no amount has been paid within the two years preceding 
the date hereof or is now payable by the Company as a commission for subscribing or agreeing to sub- . 
scribe or procuring or agreeing to procure subscriptions for any shares in or obligations of the Company. 
Reference is made to clauses (ii) and (vii) of paragraph 27 hereof. 


20. The Company has not been carrying on business for more than one year and the preliminary expenses 
amounted to $16,829. 


21. The Company purchased on July 15, 1965 for a purchase price of $40,000, subject to the usual 
adjustments, a parcel of real property adjacent to the eastern boundary of the Town of Hanover having 
an area of approximately 82 acres on which the erection of the new one-storey factory referred to in para- 
graph 14 hereof has been commenced. The Company has transferred this real property to Peppler at cost. 


Except as referred to in paragraph 14 hereof, no property has been purchased or acquired by the 
Company or is proposed to be purchased or acquired by the Company, the purchase price of which is to 
be defrayed in whole or in part out of the proceeds of the securities hereby offered, or has been paid within 
the last two years preceding the date hereof, or is to be paid in whole or in part in securities of the Company 
or the purchase or acquisition of which has not been completed at the date hereof, other than transactions 
entered into in the ordinary course of operations or on the general credit of the Company and other than 
as referred to in paragraph 22 hereof. 


22. On May 21, 1965 the Company acquired from Frederick H. Peppler 320 common shares with a par 
value of $25 each in the capital of Neustadt being all of the issued and outstanding shares in the capital of 
Neustadt, 80 5% non-cumulative participating preference shares and 1,980 common shares with a par value 
of $100 each in the capital of Peppler being all of the issued and outstanding shares in the capital of Peppler 
(other than 1,000 common shares owned by Neustadt) for an aggregate consideration of $1,000,000 satisfied 
by the payment of $750,200 in cash, by the issuance of two unsecured 6% promissory notes of the Company 
each in the principal amount of $25,000 and maturing on May 21, 1966 and on May 21, 1967, respectively 
and by the issuance of 36,000 common shares in the capital of the Company for an aggregate consideration of 
$199,800. 


No amount has been paid or agreed to be paid for goodwill. 


Reference is hereby made to paragraph 27(iii) hereof for the terms of the agreement relating to the 
acquisition of such shares by the Company. 


23. Other than as referred to in paragraph 22 hereof no securities of the Company have within the two years 
preceding the date of this prospectus been issued or agreed to be issued as fully or partly paid up otherwise 
than in cash. 


24. No obligations are offered by this prospectus. 


25. No services have been rendered or are to be rendered to the Company which are to be paid for by the 
Company wholly or partly out of the proceeds of the securities hereby offered except for legal, auditing 
and other services in connection with the issue of the said securities. No services have been rendered to 
the Company within the two years preceding the date of this prospectus which have been or are to be paid 
for by securities of the Company. 


26. No amount has been paid within the two years preceding the date of this prospectus or is intended to be 
paid to any promoter of the Company as such. 


Annett & Company Limited carried out certain studies of the furniture industry and of various com- 
panies carrying on business within the industry, which studies resulted in its decision to undertake the 
formation of a company to carry on business of the general nature set out in paragraph 3 hereof and it* 
has been primarily through the efforts of Annett & Company Limited that the persons who are the directors. 
of the Company and who compose the management of the Company have been brought together. As stated in 
paragraph 28 hereof 20,000 shares have been issued to Annett & Company Limited and 13,000 shares have 
been issued to Douglas R. Annett in each case for a cash consideration of $3 per share. In addition 6,100. 
shares have been issued to C. G. King, 1,500 shares to J. W. Annett, 2,700 shares to T. A. W. Duncan, 
1,500 shares to J. B. Whitely and 1,500 shares-to J. A. M. Belshaw all for a cash consideration of $3 per 
share, being persons who have an interest directly or indirectly to an extent of not less than 5% in the capital 
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of Annett & Company Limited. For the foregoing reasons and because Annett & Company Limited will 
maintain and continue to have an interest in the development of the Company, Annett & Company Limited 
may be considered a promoter of the Company. 


27. The Company has not entered into any material contracts since incorporation other than contracts 
entered into in the ordinary course of business carried on or intended to be carried on by the Company 


except 


(i) the Underwriting Agreement, as amended, referred to in paragraph 16 hereof. 


(ii) 


(iii) 


an Underwriting Agreement dated June 15, 1965 as amended by letter agreement dated July 23, 
1965 made between the Company and Annett & Company Limited, 220 Bay Street, Toronto, 
Ontario acting on its own behalf as underwriter whereby the Company sold and the underwriter 
purchased 120,000 shares in the capital of the Company and 100,000 Share Purchase Warrants for 
an aggregate purchase price of $674,000. 


the agreement dated May 18, 1965, between the Company and Frederick H. Peppler (hereinafter 
called the “Purchase Agreement”) pursuant to which the Company agreed to purchase all of the 
issued and outstanding shares in the capital of each of Neustadt and Peppler (other than 1,000 
common shares of Peppler owned by Neustadt) for an aggregate purchase price of $1,000,000 
satisfied by the payment of $750,200 in cash, by the issuance of two unsecured 6% promissory 
notes each in the principal amount of $25,000 and maturing on May 21, 1966 and on May 21, 
1967 respectively and by the issuance of 36,000 common shares in the capital of the Company for 
an aggregate consideration of $199,800. 


(iv) an escrow agreement between the Company and Frederick H. Peppler and the Trustees therein 


named dated May 21, 1965 (hereinafter called the “Escrow Agreement”) pursuant to which the 
two promissory notes and 18,000 of the 36,000 shares referred to in clause (ili) above were trans- 
ferred by Frederick H. Peppler to the Trustees to secure the performance by Frederick H. Peppler 
of certain obligations required to be performed pursuant to the terms and conditions of the Pur- 
chase Agreement. All of such obligations have been performed at the date hereof and accordingly 
the two promissory notes and the said 18,000 shares have been released from the terms and con- 
ditions of the Escrow Agreement and the Escrow Agreement has been terminated. 


(v) a contract dated July 16, 1965, between the Company and The Austin Company Limited, general 


contractors, providing for the construction of the new factory, the making of certain additions and 
alterations to the existing factory of Peppler and the acquisition of certain machinery and equipment. 


(vi) an agreement of purchase and sale between the Company and J. Frederick Richardson arising from 


the exercise of an option granted to the Company pursuant to which the Company purchased the 
parcel of real property adjacent to Hanover, Ontario referred to in paragraph 21 hereof. 


(vii) an Underwriting Agreement dated October 12, 1965, as amended by letter agreement dated 


November 4, 1965 made between the Company and Annett & Company Limited, 220 Bay Street, 
Toronto, Ontario acting on its own behalf as underwriter whereby the Company sold and the under- 
writer purchased $1,250,000 aggregate principal amount of 6’2% Convertible Collateral Trust 
Debentures of the Company for an aggregate purchase price of $1,187,500. 


(viii) the First Warrant Indenture referred to in paragraph 11 hereof. 
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(ix) agreement between the Company and Peppler Selig Sales Limited dated as of January 1, 1966 


pursuant to which the Company purchased at net book value all of the assets of Peppler-Selig Sales" 


Limited. 
(x) The Debenture Trust Indenture referred to in paragraph 9 hereof. 


The Company proposes to enter into an agreement with Montreal Trust Company pursuant to which 
the net proceeds from the sale of the securities hereby offered, exclusive of amounts required to repay bank 
indebtedness of the Company in the amount of $500,000 will be deposited with Montreal Trust Company 
to be released by it upon the basis and for the purposes referred to in paragraph 14 hereof. 


Copies of the said agreements, and when entered into the Second Warrant Indenture and the agreement 
with Montreal Trust Company, may be inspected at the head office of the Company at 151 Bloor Street West, 
Toronto, Ontario, during ordinary business hours during the course of primary distribution to the public of 
the securities offered hereby and during the following thirty days. 


28. The Company has not acquired and does not propose to acquire any property in which any Director 
had or has any interest except the shares of Neustadt and of Peppler acquired from Frederick H. Peppler 
as referred to in paragraph 22 hereof. 


Following its incorporation, the Company issued and sold an aggregate of 115,000 common shares 
at a price of $3 per share, of which 17,500 were purchased by J. William Stack Jr., a director and officer 
of the Company, 20,000 were purchased by Annett & Company Limited, 13,000 were purchased by Douglas 
R. Annett, a director and officer of the Company, 500 were purchased by Allan L. Beattie, a director and 
officer of the Company, 1,000 were purchased by Robert Ducas, a director of the Company, 1,000 were 
purchased by Alec Roy Jacobs, a director of the Company and 1,500 were purchased by Richey Bryce 
Love, a director the Company. Douglas R. Annett, a director and officer of the Company, is a director, 
officer and the largest shareholder of Annett & Company Limited, which Company has also entered into 
the agreement with the Company referred to in paragraph 16 hereof. Allan L. Beattie, a director of the 
Company, is a partner in the firm of Messrs. Osler, Hoskin & Harcourt, which firm has been and will be 
paid legal fees in connection with services to the Company. 


29. The Company has carried on business since its incorporation on March 8, 1965. The business of 
Neustadt and its subsidiaries and of Peppler have been carried on for more than three years. The Company 
has not acquired and does not propose to acquire either by direct acquisition or indirectly by ownership of 
shares or otherwise any business that has been carried on for less than 3 years preceding the date of this 
prospectus. 


30. Annett & Company Limited and its associates may be in a position to elect or cause to be elected a 
majority of the Directors of the Company. 


31. The 115,000 common shares in the capital of the Company referred to in paragraph 28 hereof have 
been placed in escrow with Guaranty Trust Company of Canada pursuant to the terms of two escrow agree- 
ments each dated as of July 15, 1965. Under the terms of one of such agreements 18,500 of such common 
shares shall be released on August 16, 1967 and pursuant to the terms of the other agreement 96,500 of 
such common shares may be released after August 16, 1967, subject to the consent of the Company and 
the Ontario Securities Commission, in accordance with a formula based on the consolidated net earnings of 
the Company as determined by the auditors of the Company in accordance with generally accepted account- 
ing principles consistently applied. Subject to the prior written consent of the Ontario Securities Commission 
the said escrow agreements permit the transfer of such shares respectively held in escrow thereunder pro- 
vided that such shares remain subject to such escrow, the pledging of shares held in escrow as security for 
any loan made by a Canadian chartered bank and the earlier release of such shares from the terms of such 
escrow. 


32. No dividends have been paid on any shares of the Company since the incorporation of the Company. 


33. There are no other material facts not disclosed in the foregoing including the information supplied by 
the President of the Company which appears on pages 2 to 8 inclusive of this prospectus. 


The foregoing constitutes full, true and plain disclosures of all material facts in respect of the offering 
of securities referred to above as required by Section 39 of The Securities Act (Ontario), by Part VII of the 
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Securities Act, 1962 (British Columbia), by Part IX of The Securities Act, 1955 (Alberta), by section 13 of 
the Securities Act (New Brunswick) and under The Quebec Securities Act and there is no further material 
information applicable other than in the financial statements or reports where required or exigible. 


DATED this 4th day of March, 1966. 


DIRECTORS 

(signed) FREDERICK H. PEPPLER (signed) A. L. BEATTIE 
(signed) D. R. ANNETT (signed) ROBERT Ducas 

by his agent authorized by his agent authorized 

in writing in writing 

(signed) A. L. BEATTIE (signed) A. L. BEATTIE 
(signed) J. W. STACK, Jr. (signed) RICHEY BRYCE LOVE 

by his agent authorized by his agent authorized 

in writing in writing 

(signed) A. L. BEATTIE (signed) A. L. BEATTIE 
(signed) A. R. JACOBS 

by his agent authorized 

in writing 

(signed) A. L. BEATTIE 

Promoter 


ANNETT & COMPANY LIMITED 
by: T. A. W. DUNCAN 


Underwriters 


To the best of our knowledge, information and belief, the foregoing constitutes full, true and plain dis- 
closure of all material facts in respect of the offering of securities referred to above as required by Section 
39 of The Securities Act (Ontario), by Part VII of the Securities Act, 1962 (British Columbia), by Part 
IX of The Securities Act, 1955 (Alberta), by Section 13 of the Securities Act (New Brunswick) and under 
The Quebec Securities Act and there is no further material information applicable other than in the financial 
statements or reports where required or exigible. In respect of matters which are not within our knowledge, 
we have relied upon the accuracy and adequacy of the foregoing. 


ANNETT & COMPANY LIMITED 
by: T. A. W. DUNCAN 


The following are the names of every person having an interest either directly or indirectly to the extent 
of not less than 5% in the capital of Annett & Company Limited: D. R. Annett, C. G. King, J. W. Annett, 
T. A. W. Duncan, J. B. Whitely and J. A. M. Belshaw. 


PRINTED IN CANADA THE FRANKLIN PRESS LIMITED, TORONTO 
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INFORMATION CIRCULAR 


The Corporations Act 
The Securities Act, 1966 
Statutes of Ontario 


SOLICITATION OF PROXIES 


Proxies are being solicited on behalf of the management of 
Stancor Limited (the "Company") in connection with 


(1) a general meeting of the holders of common shares without 
par value (the "Common Shares") of the Company to be held 
on July 31, 1968, at the time and place and for the purposes 
set out in the notice calling such general meeting; 


(ii) a special meeting of the holders of 6% Cumulative Redeemable 
Convertible First Preference Shares, 1966 Series (the "Pref- 
erence Shares") to be held on July 31, 1968, at the time and 
place and for the purposes set out in the notice calling such 

/ special meeting; and 


(iii) the Annual Meeting of shareholders of the Company to be held 
on wuly, ol, 1968, at the time and place and for the purposes 
set out in the notice calling such annual meeting. 


The persons mentioned in the forms of proxy have been designa- 
ted to represent the management at the general meeting of the holders 
of Common Shares, at the special meeting of the holders of Preference 
Shares and at the Annual Meeting, and at any adjournment or adjourn- 
ments of any such meetings. 


The cost of solicitation will be borne by the Company. It is 
expected that the solicitation will be primarily by mail but proxies 
may also be solicited personally by representatives of the Company. 
No remuneration will be paid to any person for soliciting proxies, 
but the Company may, upon request, pay to brokerage firms, fiduciar- 
ies and other persons holding shares in their names for others, the 
charges entailed for sending out proxies to the persons for whom they 
held shares. 


VOTING SHARES AND PRINCIPAL HOLDERS THEREOF 
Holders of Preference Shares of record at the time the special 


meeting of holders of Preference Shares is held will be entitled to 
one vote for each Preference Share held. 
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Holders of Common Shares of record at the time the general 
meeting of shareholders is held and at the time the annual meeting 
is held will be entitled to one vote for each Common Share held. 


The Company has outstanding 200,000 Preference Shares and 
429,250 Common Shares. 


To the knowledge of the directors or senior officers of the 
Company the following own Preference Shares carrying more than 10% 
of the voting rights attached to all Preference Shares of the Com- 


pany : 


Approximate 
Number of Percentage 
Preference of total 
Name of Company Shares votes 
** P. Bo. R. S. Furniture Limited 29,390 EG? 


To the knowledge of the directors or senior officers of the Company 
the following own common shares carrying more than 10% of the voting 
rights attached to all Common Shares of the Company: 


Approximate 
Number of Percentage 
Common of total 
Name of Company Shares votes 
 **P. B. R. S. Furniture Limited 62,500 14.6 


**The shares of P. B. R. S. Furniture Limited are owned equally by Mrs. 
Harry Sklar, Mrs. Joseph Sklar, Mrs. Louis Sklar and Mrs. Samuel 
Sklar, the wives of four of the directors of the Company. 


Mr. Harry Sklar, Jr. Joseph Sklar, Mr. Louis Sklar and Mr. 
Samuel Sklar through various family corporations in which the Messrs. 
Sklar and their wives are shareholders and directors and through 
various family trusts in which the Messrs. Sklar and their wives are 
trustees have control over an additional 20,610 Preference Shares. 


In addition, by agreement dated September 26, 1966, the Messrs. 
Sklar are entitled to vote an additional 82,199 Common Shares of the 
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Company. These Common Shares are owned beneficially by Annett Part-~ 
ners Limited as to 20,000 of such Common Shares, and by certain of 
its present and previous partners as to 27,600 of such Common Shares, 
by Joseph William Stack, Jr. as to 17,500 of such Common Shares and 
by Mrs. Wolcott R. Stack as to 17,099 of such Common Shares. 


In the event dividends on the Preference Shares become in 
arrears to the extent of four semi-annual dividends and until such 
time as all arrears have been paid, the holders of the Preference 
Shares shall be entitled to receive notice of and to attend all 
meetings of shareholders of the Company and shall be entitled to one 
vote in respect df each Preference Share held and shall be entitled, 
voting separately and as a class, to elect two-fifths of the total 
number of directors of the Company. Such circumstances have not 
arisen but the Company is in arrears to the extent of three semi- 
annual dividends and the fourth semi-annual dividend will be in 
arrears as of August 1, 1968. As referred to below under the heading 
"Proposed Financial Reorganization", the proposed Arrangement under 
Section 95 of The Corporations Act provides for the reclassification 
of Preference Shares into Common Shares on the basis therein set 
forth. 


PROPOSED FINANCIAL REORGANIZATION 


The Company is proposing a financial reorganization as set 
forth in Plan of Reorganization which accompanies this Information 
Circular, part of which Plan of Reorganization includes the proposed 
Arrangement under Section 95 of The Corporations Act as set forth in 
Part D thereof. At the general meeting of the holders of Common 
Shares of the Company and at the special meeting of the holders of 
Preference Shares of the Company referred to above, the holders of 
Common and Preference Shares will be asked to consider, and if 
thought fit, sanction the Plan of Reorganization and agree to such 
Arrangement, in either case, as proposed or as varied at the meet- 
ings.» 


The effect of the said Arrangement is that the issued and un- 
issued common shares of the Company will be consolidated on the 
basis of two new common shares for each five existing common shares 
and that the outstanding Preference Shares will be reclassified into 
new common shares on the basis of four of such new common shares for 
each such Preference Share. 


In addition, while the Arrangement does not so provide, the 
Plan of Reorganization provides that holders of existing common 
shares shall be entitled to receive warrants to purchase three new 
common shares (after giving effect to the aforesaid consolidation) 
for each five existing common shares held; such warrants to be issued 
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under and pursuant to the Warrant Indenture referred to in Part E of 
the Plan of Reorganization and a form of which is attached as Exhibit 
D to the said Plan of Reorganization. 


MATERTAL INTEREST OF DIRECTORS AND 
SENIOR OFFICERS OF THE COMPANY IN 
THE PROPOSED REORGANIZATION 


The following persons who are, or since the beginning of the 
last completed financial year of the Company have been directors or 
senior officers of the Company, and each associate of any of then, 
have a material interest in the proposed reorganization by way of 
beneficial ownership of securities of the Company as indicated below. 


Name 
D. BR. Annett 
Annett Part- 


ners Limited 


R. P. Jaeggin 


W.J.Be King 


J» E. Peppler 


ds be cands 
ayP. B. RR. S. 

Furniture 

Limited 

JW. Stack, Jr. 


Mrs. Wolcott) 
Stack ) 


Present or former 
position with the 


Company 


Chairman of the Board 
and Director 


Manufacturing Manager - 
Sklar Division : 


Vice-President Production 


Vice-President 


Peppler Division 


Secretary-Treasurer 


Director (resigned (1967) 
Wife of J. W. Stack, Jr. 


Number of 
Common 
Shares held 


beneficially 
£2000 
20,000 


25,000 


257500 


24,500 
25,000 


62,500 
17,500 
173029 


Number of 
Preference 
Shares held 


beneficially 


100 


29,390 


O10 


** The shares of P. B. R. S. Furniture Limited are owned equally by Mrs. 
Harry Sklar, Mrs. Joseph Sklar, Mrs. Louis Sklar and Mrs. Samuel Sklar, 
the wives of four of the directors of the Company. 
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In addition to the foregoing, Douglas R. Annett and his associ- 
ates of Annett Partners Limited own or control beneficially $60,000 
principal amount of Convertible Collateral Trust Debentures and 35,000 
warrants to purchase Common Shares of the Company. 


Vin addition to the foresoing, Mr. Harry Sklar, Mr. Joseph Sklar, 
Mr. Louis Sklar and Mr. Samuel Sklar through various family corpora- 
tions in which the Messrs. Sklar and their wives are shareholders and 
directors and through various family trusts in which the Messrs. Sklar 
and their wives are trustees own $500,000 principal amount of Convert- 
ible Subordinated General Mortgage Debentures Series A, 20,610 Prefer- 
ence Shares and 25,000 warrants to purchase Common Shares. 


ELECTION OF DIRECTORS 


At the Annual Meeting a board of ten directors is to be elected, 
to hold office until the next Annual Meeting of shareholders or until 
their successors are elected, and it is the intention of the persons 
momea inJoie enclosed Porm of proxy to vote such proxy for the.election . 
of the persons listed hereunder. 


The management does not contemplate that any nominee will be un- 
able toserve as a.director for any reason, but should this be the case, 
the persons named in the accompanying form of proxy reserve the right 
to vote for another person of their choice in his place and stead. 


The names of the present directors (all of whose terms of office 
expire’ at the Annual Meeting and who are nominees for re-election :as 
directors), their position with the Company, their principal occupation 
during the past five years, the year in which they each became a direc- 
tor of the Company and the approximate number of shares of the Company 
beneficially owned by them, directly or indirectly, as of the 28th day 
of June, 1968, are as follows: 


Name Position Principal Occupation Director Number of 


with the during past five Since Common 
Company years Shares held 
beneficially 
D. R. Annett Chairman of President - Annett 
the Board & Partners Limited 1965 12,000 
Director 
A.L. Beattie , Director Partner - Osler, 
eer: Hoskin & Harcourt 1965 645 
oF. F .Ppveack Director Assistant Treasurer | 


Manufacturers Life 
Insurance Company 1967 2 
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E. T. Cohen Director Assistant Vice- 
‘President 
Unas Investment 
Limited 1967 -- 
R. Ducas Director Partner 
Burnham & Company 
New York 1965 3, 000 
L. Sklar Vice-~ Secretary~Treasurer 
President & Sklar Furniture 
Director Company 1966 fo 
Se Sklar President & President 
Director Sklar Furniture 
Company 1966 2 
J. Sklar Vice- | Vice-President 
President & Sklar Furniture 
Director Company 1966 2 
iH. Sklar Director Vice-President 


Sklar Furniture 
Company 1966 Z 


In addition to the foregoing persons, it is the intention of 
management to nominate and to vote proxies for the election of Mr. 
T. R. Bradbury who is the beneficial owner of 100 Common Shares of 
the Company. From 1959-64 Mr. Bradbury was employed as a journalist 
with The Manchester Guardian and from 1964-67 was employed by E. R. 
Lewis & Company, stock brokers in London, England. In April 1967 Mr. 
Bradbury joined Annett Partners Limited, Toronto, Ontario. 


REMUNERATION OF MANAGEMENT 


The Company and its subsidiaries paid a total of $1,000 to the 
directors as a group.for acting as such during the last completed 
financial year. The aggregate direct remuneratior paid or payable by 
the Company and its subsidiaries to the senior officers of the Com- 
pany as @ group during the Company's’ last completed financial year 


was $243,359. 


The estimated aggregate cost to the Company and its subsidiaries 
in the last completed financial year of all pension benefits, other 
than the Canada Pension Plan, proposed to be paid under any normal 
pension plan in the event of retirement at normal retirement age, 
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directly or indirectly by the Company and its subsidiaries to the 
senior officers of the Company as a group was $1,690. None of the 
directors participates in such benefits. 


No options to purchase capital securities of the Company have 
been exercised by any of the senior officers of the Company since the 
commencement of the Company's last completed financial year. None of 
the directors holds any such option. 


At a meeting of the directors of the Company on June 28, 1968, 
95,750 Common Shares were issued to key employees of the Company for 
@ consideration of one cent per share. Three-quarters of the shares 
so issued are held in trust and are subject to release over a period 
of three years. No director of the Company has participated directly 
or indirectly in the shares so issued. 


APPOINTMENT OF AUDITORS 


It is intended to vote the proxies hereby solicited to appoint 
Messrs. Clarkson, Gordon & Co. and Messrs. Soberman, Isenbaum & 
Nisker, Chartered Accountants, as joint auditors of the Company to 
hold office until the next annual meeting of shareholders. Messrs. 
Clarkson, Gordon & Co. were first appointed auditors of the Company 
on May 20, 1965, and Messrs. Soberman, Isenbaum & Nisker were first 
appointed auditors of the Company on April 27, 1967. 


INFORMATION AS TO SHARES BENEFICIALLY OWNED 


The information as to shares beneficially owned as set forth in 
the foregoing portions of this Information Circular is not within the 
knowledge of management and has been furnished by the persons named as 
the beneficial owners of such shares. 


REVOCABILITY OF PROXIES 


A proxy given pursuant to this solicitation may be revoked by 
the person giving it at any time before it is exercised. 


VOTING OF PROXIES 


The proxies hereby solicited by. management will be voted and 
where the shareholder whose proxy is solicited specifies a choice for 
or against approval of the matters referred to in the notices calling 
the meetings of shareholders referred to above, such proxies will be 
voted in accordance with such specification; IF A CHOICE IS NOT SPECI- 
FIED IN RESPECT OF SUCH MATTERS THE PROXIES WILL BE, VOTED IN FAVOUR OF 
APPROVAL . 
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The management does not know of any other matters to be brought 
before the meeting other than those set forth in the notices of the 
meetings. If any other matters which are not now known to the manage- 
ment should properly come before the meetings (including amendments or 
variations to the Arrangement), the accompanying proxy will be voted 
on such matters in accordance with the best judgment of the person or 
persons voting the proxy. 


IN CASE SHAREHOLDERS MAY DESIRE TO APPOINT A PROXY OR PROXIES 
OTHER THAN THOSE NAMED IN THE ENCLOSED FORM, A BLANK SPACE APPEARS IN 
WHICH THE NAME OR NAMES OF THE DESIRED PROXY OR PROXIES MAY BE INSER- 
TED. A PROXY NEED NOT BE A SHAREHOLDER OF THE COMPANY. 


By Order of the Board of Directors 


Toronto, Ont ario J. E. SANDS 


June 28, 1968. Secretary-Treasurer 
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PRESIDENT’S LETTER 


1966 was a year of significant growth for Stancor 
Limited. In this, its second year of existence, It increased 
the annual sales volume of the nucleus Peppler group of 
companies from the 1964, pre-Stancor total of $2,178,000 
to a 1966 calendar year volume of $13,465,000. This 
growth was achieved by the completion and activa- 
tion of the new Peppler factory in Hanover, and by 
the acquisition of the Sklar Furniture Company. The 
first goal of Stancor, which was stated in last year’s 
Annual Report, of achieving a sales volume of approxi- 
mately $15 million, was accomplished in 1966. To quote 
from last year’s report, “We believe this level is neces- 
sary in order to attract qualified staff, as well as (to 
provide) the marketing and merchandising support 
which are absolutely essential to launch an effective 
corporate entity into the North American furniture 
manufacturing industry”. 

As reported last year, our new manufacturing complex 
was activated in Hanover, Ontario on March 9, 1966. 
The new factory was integrated with an enlarged and 
completely remodelled existing factory to provide an 
annual production capability of $5,000,000. To bring 
the Peppler Division which in 1965 had produced 
$1,628,000 to this new level provided a major challenge 
to your management. The situation was complicated 
by the serious illness of F. H. Peppler, Vice-President 
and General Manager of the Division. This necessitated 
his resignation in April, when he was replaced by his 
brother, J. E. Peppler. 

Because the level of production and sales was being 
increased by such a great amount, the entire Peppler 
Division had to be reorganized and staffed to accom- 
modate the increase. Your company was indeed fortu- 
nate in obtaining a seasoned senior executive with 
furniture experience, W. J. B. King, to assume corpo- 
rate responsibilities as Vice-President, Production. On 
April 25th he took residence in Hanover where he could 
actively participate in and provide direction to the major 
buildup being accomplished. As might be expected, a 
number of delays were encountered during this period 
of buildup, and as a result, the achievement of a 
monthly production level of $400,000 was not realized 
until February, 1967. Because the start-up took longer 
than programmed, its costs were higher than anticipated. 
A substantial portion of these costs has been absorbed 
against 1966 operations; the balance (largely excess 
labour costs) has been deferred to be written off over 
the next three years. 


Joseph William Stack, Jr.—President 


As mentioned above, the production level achieved 
in the month of February and maintained in March 
indicates satisfactory solutions to problems encountered 
in the area of production. There is good reason to believe 
that sales commensurate with this production level will 
also be achieved in 1967. 

The salient unknown aspect of the sales picture at 
presents. the length of of time we will | encounter a soft 


market. Since mid-November sales volume has been 
increasingly difficult to maintain_f difficult to mamtaimn_in the face of | f high 
dealer inventories sntories and indifferent cons emand. 

In February and March, 1967, with the introduction 
of “Canadian Classics’, a total sales and marketing pro- 
gramme for an extensive new furniture collection was 
introduced from coast to coast. Hailed by the trade 
press and by outstanding retailers as along overdue and 
extremely effective new approach to selling furniture, 
the initial reaction seems to justify optimism about the 
value of this method. 

The second major accomplishment during the year 
was the acquisition of the Sklar Furniture Company of 
Whitby, Ontario. This company which was owned by 
the four Sklar brothers, is Canada’s largest manufac- 
turer of upholstered furniture and achieved sales of 
$8,571,000 in 1965. Operations are conducted from a 
new 240,000-square-foot factory which was completed 
in 1965. The four brothers, who are extremely diversified 
in talent and interests, comprise an outstanding execu- 
tive group. In addition, they have surrounded themselves 
with an aggressive and capable group of younger 
managers being trained for greater responsibility. The 
furniture Sklar produces is of excellent quality in the 


lower medium range where it is competitively priced. In 
every respect, Sklar Furniture Company met the three 
basic considerations described in last year’s Annual 
Report as essential in our acquisition programme; a 
high calibre of management, an excellent product com- 
plementing existing lines and new physical facilities. In 
addition, Sklar enjoyed one accomplishment few other 
furniture companies in North America have achieved; it 
has successfully operated a large business using the very 
latest manufacturing methods and controls, supported 
by sophisticated costing and financial information. 
Preliminary negotiations had been conducted for a 
considerable time before a conditional letter of intent 
to purchase was executed between officials of your 
company and Sklar on April 4, 1966. From this date 
until the actual purchase was accomplished on Sept- 
ember 26, 1966, many problems associated with the 
acquisition were identified and solved. Upon finalizing 
the purchase, details of which are given in the Financial 
Review which follows, a reorganization of the Sklar 
Division was started. Executive functions were defined 


and, when appropriate, corporate responsibilities were 
added to Divisional personnel. In this way we were able 
to strengthen our corporate management group without 
adding overhead. 

Although the Sklar Division achieved record sales 
volume of $10,529,000 for the year, its profit contribu- 
tion fell below anticipated levels. The major cause was 
the softening of the retail furniture market-whtch-de- 
veloped in mid- -November, 1966 and has continued to 
the present. time. i This situation ‘stems from several 
factors which include: high dealer inventories, retail 
customer apathy and the tight money and cre credit situa- 
tion which continues to squeeze the retailer. Your com- 
pany is meeting this situation in two ways. We have 
made drastic cuts in overhead in order to maintain profit 
margins at the highest possible levels. In addition we 
have launched aggressive marketing programmes, in all 
three Divisions, which are designed to break down 
customer apathy and to restore dealer enthusiasm and 
confidence. Although it is too early to evaluate the 
results of this combined approach, we believe the posi- 


tive response your company is making to the slowing 
economy which has characterized the first quarter of 
1967 will maximize available profits. 

Although the outlook for 1967 is difficult to predict 
in the light of the experience gained in the first quarter, 
your management is confident that the furniture in- 
dustry offers an unusually attractive growth potential. 
If, as many economists predict, the second half of 1967 
sees an upturn in the general economy, Stancor Is 
positioned to participate in the increase. The long range 
potential of the furniture industry remains bright. In 
December, 1966 theresearch bureau of MacLean- Hunter 
predicted a Canadian furniture sales volume for 1970 of 
$528 million. They also forecast a 1975 volume of $637 
million. This compares with an estimated volume in 
1966 of $434 million. The potential growth represented 
by these forecasts requires new marketing approaches 
on the part of furniture manufacturers if they are to 
share in the available opportunity. With this in mind 
your company has expanded its marketing programme 
by leasing permanent space in Place Bonaventure, the 


new merchandise mart which is opening in Montreal 
this year. This base in the Province of Quebec added to 
our existing showrooms in Ontario provides the ex- 
panded coverage which will help us obtain our share of 
the growth potential available in the future. 

During 1967 your management intends to consolidate 
the remarkable growth which was achieved during 1966. 
Until satisfactory earnings are accomplished we do not 
intend to engage in further expansion or acquisitions. 
We, of course, expect to gain as much sales increase as 
possible by means of an aggressive marketing pro- 
gramme. With our new production facilities achieving 
projected levels we are confident that profitable expan- 
sion using the existing physical facilities can be 
achieved. Our emphasis during 1967 will be to produce 
significant increases in profit levels for the year. 


Toronto Ontario April 10, 1967 


1 Robert Legat Trevorrow Baillie 
Vice-President and Treasurer 


2 Joseph Sklar 
Vice-President and Director of Design 


3 Louis Sklar 
Vice-President and General Manager Sklar Division 


4 William James Boyd King 
Vice-President, Production 


5 John Edward Peppler 
Vice-President and General Manager 
Peppler Division 


6 Thomas Donaldson Bruce 
General Manager, Peppler-Selig Division 


7 Samuel Sklar 
Vice-President, Marketing 


FINANCIAL REVIEW 


Basis of Consolidation 

The 1966 fiscal year of Stancor incorporates activities 
of its divisions on three different bases. 

1) The Peppler-Selig Division reflects a consistent 
operation during the full twelve months of the year. 
2) The Peppler Division reflects results of operations 
during the full twelve months. During this period, con- 
struction of the new plant in Hanover was completed— 
the plant was officially opened on March 9, 1966. At 
this time the necessary start-up and reorganization 
activities to integrate the new plant with the enlarged 
original factory were undertaken. The full efforts of 
Peppler management for the balance of the year were 
devoted to developing an efficient production source. 
3) Although the Sklar division was acquired on Sept- 
ember 26, 1966, the effective date was May 7, 1966 
and, accordingly, the operating results of this division 
are reflected in 1966 financial statements for the period 
from May 7, 1966 to December 31, 1966 only. 

The 1965 fiscal period of Stancor reflected operating 
results of the Peppler group of companies (now the 
‘Peppler and Peppler-Selig Divisions) for the nine 
months ended December 31, 1965 only. 

Comparative results for 1966 and 1965 shown by the 
audited statements of Stancor Limited, show the pro- 
gress of your company’s financing and acquisition 
program during the two years and accordingly should 
be reviewed from this viewpoint only. 


Operating Comparisons 

On a comparative basis, sales for a full calendar year 
are more valuable than the financial statements in asses- 
sing the basic progress of your company. Accordingly, 
sales by division for the full years 1964, 1965 and 1966 
are shown below on a basis consistent with the struc- 
ture existing at December 31, 1966. 


Division 1966 1965 1964 

Peppler $ 2,232,000 $ 1,628,000 $ 1,485,000 
Peppler-Selig 704,000 712,000 693,000 
Sklar 10,529,000 8,571,000 6,183,000 
Total $13,465,000 $10,911,000 $ 8,361,000 


Deferred Start-up Costs—Hanover Case Goods 

During the “tune-up” period of any production facility 
substantial preliminary and development costs are in- 
curred in bringing volumes and efficiencies to designed 
levels. The Peppler Division case goods plant in 
Hanover is no exception to this. Your management is 


pleased to report that during 1966, construction of the 


physical plant, was completed—marked by the formal 
plant opening on March 9, 1966 reported in last year’s 
annual review—and that the facility has now reached 
its initial production volume plateau of $5,000,000 per 


annum. 

During the tune-up period which continued through- 
out 1966, significant changes were made in the Peppler 
Division management organization In control and report- 
ing techniques, in supervisory methods and training, in 
physical plant layout to permit improved processes and 
in personnel training. Many of these processes will, of 
course, be a continuing responsibility of our strength- 
ened management In Hanover. However, we are of the 
opinion that the initial major problem of developing new 
approaches and techniques in a company which was, 
prior to acquisition, a privately held, small company 
with a minimum of modern control methods and tech- 
niques has been surmounted during 1966. Many costs 
are incurred as part of this “learning curve” during the 
development of an operation. Your management esti- 
mates that those specific costs which can be directly 
attributed to the development and start-up of the new 
facility are in excess of $400,000. A substantial amount 
was charged against 1966 operations. In the accom- 
panying financial statements we have deferred as a 
charge against future operations, an amount of $275,000, 
relating largely to labour costs. We intend to write this 
amount off against operations in the next three years. 
We feel that this is a realistic but conservative approach 
to reflecting true results of operations of our Peppler 
Division during 1966. 


Depreciation 
Depreciation has been provided at rates designed to 
write-off the cost of facilities over their effective life 
on a conservative basis. During 1966, depreciation has 
been provided on the new facilities in Hanover only 
for the period these assets were in service. 

Generally, depreciation of assets is provided on a 
“straight line’ basis using a useful life of 10 years for 
machinery and equipment and 40 years for buildings. 


Financing 

In March, 1966 the company completed financing of 
the new facilities in Hanover with the issue of First 
Preference Shares with a par value of $1,500,000. 

In September, 1966 the financing of the purchase, for 
$4,000,000, of the assets of the Sklar Furniture Company 
was provided by the issue and sale of (1) first mortgage 
sinking fund bonds with a par value of Canadian 
$1,600,000 and U.S. $500,000 (total value in Canadian 
dollars $2,137,969) and (2) convertible subordinate 
general mortgage debentures of Canadian $500,000 and 
U.S.$400,000 (total value in Canadian dollars $930,375). 

The balance of the purchase price was provided by 
issue of preference and common shares. 


ANNUAL REPORT HIGHLIGHTS | oe 


1966 1965 

Sales—per financial statements $10,235,000 > 1,753,000 
Sales—calendar year (see report) 13,465,000 10,911,000 
Net income $108,559 $18,310 
Common shares outstanding 333,500 271,000 
Preference shares outstanding 200,000 -— 

Long term debt 4,343,344 1,300,000 
Shareholders equity 3,810;375 W237, 140 
Number of employees 1,143 215 
Expenditure on plant 1239820 1,394,019 
Funds derived from operations 320,462 79,625 


7. Original Peppler factory in Hanover 
which was completely remodelled 
and enlarged by 30,000 square feet 
during 1966 


2. NewPepplerfactoryin Hanovercom- 
pleted on March 9, 1966. Canada’s 
largest new factory devoted exclu- 
sively to wooden household furniture 
production 


3. Sklar plant in Whitby, Canada’s 
largest new factory producing up- 
holstered furniture 


STANCOR LIMITED (/ncorporated under the laws of Ontario) and subsidiary companies CONSOLIDATE 


SSSR ES BS ES SE I 


CONSOLIDATED BALANCE SHEET 


December 31, 1966 


(with comparative figures 
as at December 31, 1965) 


On behalf of the Board: 


ASSETS 
Current 1966 1965 
Cash $ 37,102 $ 63.217 
Accounts receivable 2,858,569 362,454 
Inventories (note 2) LAGGY, O20 742,770 
Prepaid expenses and other current assets 91,259 29,496 
Total current assets 5,186,450 1,197,937 
Property, plant and equipment (note 3) 3:632,5300 2,427,270 
Deferred 
Deferred start-up and reorganization costs (note 4) 275,000 
Long-term debt discount and expense, less amortization 209,492 82,855 
Share issue expenses 141/595 24,287 
Other deferred charges 33,082 15,676 
659,169 122,818 
Goodwill—at cost (note 1) 2,805,727 
$12,283,683 $ 3,748,025 
LIABILITIES 
Current 1966 1965 
Bank indebtedness (note 5) 3 2/920; 215 $ 616,996 
Accounts payable and accrued charges 1.889.512 154,468 
Sales and other taxes payable 214,437 21,597 
Current portion of long-term debt 132,000 25,000 
Total current liabilities 4,255,964 818,061 
Amounts due for construction of new factory 417,854 
Long-term debt (note 6) 4211,344 __ 1,275,000 
Shareholders’ equity 
Capital stock (notes 7 and 8) 3,713,800 1,213,800 
Contributed surplus 8,500 5,000 
Earned surplus (note 6) 94,075 18,310 
3,816,375 T237-110 
$12,283,683 $ 3,748,025 


J.W. STACK, Jr.. Director L. SKLAR, Director 


\NCIAL STATEMENTS, DECEMBER 31, 1966 


CONSOLIDATED STATEMENT 
OF PROFIT AND LOSS 

for the year ended 

December 31, 1966 


(with comparative figures—__ 
forthe nine months ended _) 


~ December 31, 1965—note 4+) 
oT 1966 1965 


Net sales $10,234,612 Sle/ 523769 


Deductions 


Cost of goods sold (note 4) 81:85,583 (ey Pad Fae. 
Marketing expenses 899,043 122,562 
General and administrative expenses 648,157 143,322 
Depreciation 199,367 60,436 
Interest on bank indebtedness 113,538 24,401 

Interest on long-term debt (including amortization 
of discount and expense) 130,565 ha035 
1Os1'26,053 1,734,479 


Net profit for the period (note 9) 559 a6 18,310 > 


CONSOLIDATED STATEMENTS 
OF SURPLUS 


for the year ended 
December 31, 1966 


(with comparative figures 
for the nine months ended 
December 31, 1965—note 1) 


Contributed surplus 1966 1965 
Balance, beginning of period $ 5,000 
Proceeds from issues of common share warrants (note 7) 3,500 $ 5,000 
Balance, end of period $ 8,500 $ 5,000 


Earned surplus 


Balance, beginning of period $18,310 

Add net profit for the period 108,559 $18,310 
126,869 18,310 

Deduct dividend on preference shares (note 6) 32,794 


Balance, end of period $94,075 $18,310 


CONSOLIDATED STATEMENT 
OF SOURCE AND 
APPLICATION OF FUNDS 


for the year ended 
December 31, 1966 


(with comparative figures 
for the nine months 
ended December 31, 1965—note 1) 


Source of funds 
Operations— 
Net profit for the period 
Add non-cash charges 
Depreciation 
Amortization of debt discount and expense 


Funds from operations 


Proceeds from issues of bonds, debentures, notes 
and shares, net of issue expenses 
Working capital of businesses acquired, at dates 
of acquisition 
Total 


Application of funds 
Acquisition of businesses (note 1)— 
Sklar Furniture Company 


Peppler Bros. Company Limited and associated 
companies 


Additions to property, plant and equipment 
Deferred start-up and reorganization costs 
Provision for long-term debt due within one year 
Dividend on preference shares 
Other deferred charges 
Total 
Increase in working capital 
Working capital, beginning of period 
Working capital, end of period (note 6) 


$ 


$ 


1966 


108,559 


199,367 


12,536 


320,462 


5,318,926 


611,425 


6,250,813 


4,000,000 


1,239,826 
275,000 
132,000 

32,794 
20,583 


5,700,203 


550,610 
379,876 


930,486 


1965 


$ 18,310 


60,436 
879 


79,625 


2,410,779 


325,726 


2,816,130 


1,000,000 
1,394,019 


25,000 


17,235 


2,436,254 


379,876 


$ 379,876 


NOTES TO 
CONSOLIDATED 
FINANCIAL 
STATEMENTS 
December 31, 1966 


i 


PRINCIPLES OF CONSOLIDATION 


The accounts of all subsidiary companies have been included in the consolidation. 

Effective May 7, 1966, the company acquired the net assets and business of Sklar Furniture 
Company for $4,000,000. The consolidated statement of profit and loss for 1966 accordingly 
includes the earnings of that business for the period May 7 to December 31, 1966. The excess 
of the purchase price of Sklar Furniture Company over the value of the net tangible assets 
acquired, $2,805,727, is shown as “goodwill” in the consolidated balance sheet. 

The company commenced operations on March 31, 1965, the effective date of acquisition 
of Peppler Bros. Company Limited (subsequently re-named Stancor Central Limited) and 
associated companies. The consolidated statement of profit and loss for 1965 accordingly 
covers the nine-month period March 31 to December 31, 1965. 


INVENTORIES 
Inventories are valued at the lower of cost or net realizable value and consist of the following: 
1966 1965 
Raw materials $1,074,208 $344,317 
Work in process 518,807 149,686 
Finished goods 606,505 248,767 
$2,199'520 $742,770 
PROPERTY, PLANT AND EQUIPMENT 
Gross Net Net 
investment Accumulated investment investment 
at cost depreciation 1966 1965 
Land $ 69,920 s, 69,/920 $ 18,123 
Buildings 2,012,688 $ 219,361 LS) 332 7) 275,216 
Leasehold improvements 123,090 21,086 102,004 1,085 
Machinery and equipment 2,723,449 1,056,363 1,667,086 441,080 
4,929,147 1729.68.10 S03 22307 735,504 
Cost of new factory under 
construction (including 
unexpended construction 
funds) 1,691,766 
$4,929,147 $1,296,810 $3,632,337 


$2,427,270 


The fixed assets acquired from Sklar Furniture Company as of May 7, 1966 have been recorded 
in the accounts of Stancor at their original cost to Sklar ($852,721), and the depreciation 
accumulated by Sklar to May 7, 1966 ($269,873) is included in ‘accumulated depreciation”’. 


. DEFERRED START-UP AND REORGANIZATION COSTS 


During the year the company completed construction of a new factory in Hanover for the 
assembly and finishing of furniture, and reorganized, modernized and expanded that part of 
its existing factory at Hanover which produces the basic furniture parts and components. 
Normal productive operations were considerably disrupted while new machinery was 
installed, existing machinery rearranged and basic manufacturing operations changed and, 
in many cases, automated. During the start-up phase of the new factory, and the reorgani- 
zation of the existing factory facilities, both of which extended over several months, the 
company’s production facilities were operating substantially below normal levels. The excess 
costs attributable to start-up and reorganization cannot be determined exactly; however, 
in management's opinion such costs dikely totalled something in excess of $400,000. Of the 
total excess costs, amounts aggregating $275,000 (representing largely excess labour costs) 
have been identified and set up in the accounts as ‘deferred start-up and reorganization 
costs’. These deferred costs will be charged to operations over the next three years. The 
remainder of the excess costs have been absorbed as charges against 1966 operations. 


. SECURITY FOR BANK INDEBTEDNESS 


Bank indebtedness is secured by a pledge of the accounts receivable and inventories. In 
addition, the two operating subsidiary companies have each issued to the bank as collateral 
security, floating charge debentures in the amount of $1,000,000 on all their assets, such 
debentures being subordinate to the first floating charge created by the first mortgage bonds, 
as referred to in note 6. 


6. LONG-TERM DEBT 1966 1965 
First mortgage sinking fund bonds due September 15, 1986— 
7%% series A, payable in Canadian dollars $1,600,000 
7% series B, payable in United States dollars (U.S. $500,000) Doe J09 


Convertible subordinate general mortgage debentures due 
September 15, 1978— 


72% series A, payable in Canadian dollars 500,000 

7% series B, payable in United States dollars (U.S. $400,000) 430,375 
6%% convertible collateral trust debentures due November 15, 

1977 1,250,000 $1,250,000 
6% notes payable due in 1966 and 1967 25,000 50,000 


4,343,344 1,300,000 


Less instalments due within one year included in current 
liabilities 132,000 25,000 


(a) 


(b) 


(c) 


$4,211,344 $1,275,000 


Security— 


First mortgage bonds due September 15, 1986—a first mortgage on substantially all 
the fixed assets together with a first floating charge on all other assets, subject to the 
pledge of accounts receivable and inventories as security for bank indebtedness as 
referred to in note 5. . 

Convertible subordinate general mortgage debentures due September 15, 1978—a 
second mortgage on the fixed assets together with a floating charge on all other assets, 
subordinate to the floating charge security for bank indebtedness, as referred to in note 5. 
Convertible collateral trust debentures due November 15, 1977—a pledge of the shares 
of the subsidiary companies. 


Sinking funds— 
Sinking funds have been established for the retirement of bonds and debentures into 
which the company will be required to pay the following amounts over the next five years: 
1967 $107,000 
1968 to 1971 177,000 per year 


Redemption— 


The bonds and debentures are redeemable in whole or in part at the company’s option 
(subject to the payment of specified premiums on a declining scale) as follows: 

After September 15, 1971—in the case of the first mortgage bonds and the general 
mortgage debentures. 

After November 15, 1968—in the case of the collateral trust debentures. 


Convertibility into common shares— 


The general mortgage debentures are convertible at the holder's option into common 
shares without par value at a price of $8.00 per share in the period to September 14, 
1972 and $10.00 per share in the period September 15, 1972 to September 14, 1978. 
The collateral trust debentures are convertible at the holder’s option into common shares 
without par value at a price of $8.00 per share in the period to November 14, 1972 and 
$10.00 per share in the period November 15, 1972 to November 14, 1978. 


Restrictions re dividends, redemption of preference shares, working capital, etc.— 


The trust deed relating to the first mortgage bonds contains certain restrictions on the 
payment of dividends on both preference and common shares and on the redemption of 
preference shares, and provides for the maintenance of working capital in certain 
minimum amounts. As a result of these restrictive covenants: 


(i) Dividends paid after January 1, 1966 on preference and common shares may not in 
total exceed 75% of consolidated net income earned after January 1, 1966. In 
addition, preference share dividends may not reduce consolidated current assets 
below 150% of consolidated current liabilities, and total shareholders’ equity below 
$3,500,000. For common share dividends and redemptions of preference shares, 
the respective minimums are 200% and $4,000,000. 


The dividend of $32,794 on the preference shares (6% on the 150,000 shares out- 
standing for the period from the date of issue of the shares, March 21, 1966 to 
July 31, 1966) was paid prior to the issue of the first mortgage bonds and thus was 
not subject to the above restrictions. 


(11) Consolidated working capital must be maintained at the following minimum 
amounts during the periods indicated : 


To June 30, 1967 $ 500,000 
July 1, 1967 to December 31, 1967 750,000 
January 1, 1968 to December 31, 1968 1,000,000 


After December 31, 1968 1,500,000 


7. CAPITAL STOCK 
Authorized : 


225,000 first preference shares with a par value of $10 each, issuable in series, of which 
200,000 shares are designated as 6% cumulative redeemable convertible first 
preference shares 1966 series, redeemable at $10.60 after March 1, 1969 


1,000,000 common shares without par value 
Issued: 
200,000 first preference shares $2,000,000 
333,500 common shares 1,713,800 
$3,713,800 
(a) Shares issued during 1966— 
First preference shares: 
150,000 shares issued at par for cash $1,500,000 
50,000 shares issued at par as part of the consideration for the purchase 
of Sklar Furniture Company 500,000 
200,000 
$2,000,000 
Common shares: 
62,500 shares issued as part of the consideration for the purchase of 
Sklar Furniture Company $ 500,000 


(c) 


(d) 


Common share warrants issued during 1966— 


A total of 198,200 warrants to purchase common shares were issued during the year. 
Of these, 65,000 were sold for $3,500 (credited to contributed surplus) ; the remainder 
were issued for no assigned consideration in connection with the issue and sale of first 
mortgage bonds and preference shares. 


Convertibility of preference shares— 


The preference shares are convertible at the holder's option into common shares on the 
basis of 1% common shares for each preference share during the period to March 1, 
1973, and 1 common share for each preference share during the period March 2, 1973 
to March 1, 1978. 


Restrictions re dividends on common shares— 


The terms of issue of the preference shares provide certain restrictions on the payment 
of dividends on common shares. These restrictions, however, are less restrictive than 
those imposed by the trust deed for the first mortgage bonds to which reference was 
made in note 6 (e). 


8. RESERVATION OF COMMON SHARES 
590,750 common shares are reserved as follows: 


(a) 


(c) 


Number of shares 


For possible issue upon the exercise of the 298,200 share purchase 
warrants presently outstanding. Such warrants entitle the holders 
thereof to purchase common shares at a price of $8 per,share until 
June 15, 1975, subject to adjustment under certain conditions. 298,200 shares 


For possible issue upon the exercise of stock options granted to 
officers or employees of the company and its subsidiaries. These 
options entitle the holders thereof to purchase shares at a price of $8 
per share exercisable for periods up to five years. As of December 31, 
1966, none of the options had been exercised. 20,000 


For possible issue on conversion of the general mortgage and col- 
lateral trust debentures referred to in note 6 above. DE FLE NSO, 
590,750 shares 


Note: To the extent that preference shares are converted into common shares, the 
Corporations Act of Ontario provides that the number of common shares authorized 
and issued will be increased accordingly. 


9. INCOME TAXES 


The income which would ordinarily be subject to tax for the year is higher than the income 
shown by $129,000 representing certain write-offs and expenses which are not deductible 
for income tax purposes. However, the taxes otherwise payable of $113,000 have been 
eliminated (i) by claiming for tax purposes certain charges which have been deferred for 
accounting purposes and (ii) by applying prior years’ losses of the parent and one of the 
subsidiary companies. 


As at December 31, 1966 the total of deferred costs which have been claimed for tax purposes, - 
but remain to be written off in future years for accounting purposes, amount to approximately 
$242,000. In addition there are included in undepreciated plant and equipment costs, and 
unamortized financing expenses, amounts aggregating $386,000 and $212,000 respectively 
which are to be written off in future years by way of depreciation or amortization but which 
will not be deductible for tax purposes. 


10. PENSION PLANS 
Certain salaried employees participate in a contributory pension plan which was introduced 
on January 1, 1966. Hourly-paid employees in the companies’ plants at Hanover and Elora 
are covered by a non-contributory joint industry-union pension plan. In 1966, the total 
pension cost charged to income (including amounts paid to government pension plans) was 
SIZ ZaiGs 


The unfunded past service liability under the salaried plan is $25,000, which is being funded 
over 15 years. 


11. LONG-TERM LEASES 
Minimum annual rentals on premises under lease are approximately as follows: 


1967 to 1969 $150,000 per year 
1970 to 1976 200,000 
1977 140,000 
1978 to 1986 115,000 


12. REMUNERATION OF DIRECTORS 


Costs and expenses for the year include remuneration of directors as such (excluding remunera- 
tion for services as officers and employees), of $1,400. 


AUDITORS’ REPORT 


To the Shareholders of Stancor Limited: 


We have examined the consolidated balance sheet of Stancor Limited and subsidiary companies as at 
December 31, 1966 and the consolidated statements of profit and loss, surplus, and source and application 
of funds for the year ended on that date. Our examination included a general review of the accounting 
procedures and such tests of accounting records and other supporting evidence as we considered necessary 
in the circumstances. 


In our opinion, the aforementioned financial statements present fairly the financial position of the companies 
as at December 31, 1966 and the results of their operations and the source and application of their funds for 
the year ended on that date, in accordance with generally accepted accounting principles applied on a 
basis consistent with that of the preceding period. 

rai hte Clarkson, Gordon & Co., 


Toronto, Canada, : fas Soberman, Isenbaum & Company, 


March 8, 1967. 7 Chartered Accountants 


GENERAL INFORMATION 


PP STIR NS SPI 2S LE STE SEI ESS ETE SE IES AE SET SSE ESI PEL! REEEISY ES SISTSA  I SSSA A SER TESGRIS RE SSIES LE TT EE RTE SE SE ES RE LOTT TEN OEE 


HEAD OFFICE: 
151 Bloor Street West, Toronto 5, Ontario—Telephone 416/927-1586 


DIVISIONS: 
Peppler Division 
Hanover, Ontario—Telephone 519/364-1640 


Peppler-Selig Division 
Elora, Ontario—Telephone 519/846-5321 


Sklar Division 
617 Victoria St. East, Whitby, Ontario—Telephone 416/924-7463 


PRODUCTS: 

Peppler Division . 

Case Goods (dining and bedroom suites), Tables, Chairs, Furniture “Collections” 
Peppler-Selig Division 

Upholstered furniture 


Sklar Division 
Upholstered furniture, Lounge Chairs, Dual purpose furniture. 


PLANT AREA: 


Peppler Division— Square feet 
RO) Chiat See RRM Saran Soars NEM AT A MSN a tea dos) Mas forts + UR aie 175,000 (north plant) 
NMS TRIBIINES, claesab diet ic crc oh cite 0) Get EG SRAM ORG SURE ence TRIE Me ates ee COREA Nk 7a cr eee Mn 200,000 (east plant) 
PENDICT-SONORDIVISION so, 05 ee ae Re to ee ec eld eh a five Besides bibeat PR aut Levate ss 25,700 
Ski ate DiIVISONM ee Meek MRC ee, jaye uh ee Auten iat ec tiers a5 bed owt Qahe aida eee 240,000 

TOTAL 640,700 
SALES: 
YEAR Peppler Peppler-Selig Sklar Total 
1966 $2,232,000 $704,000 $10,529,000 $13,465,000 
1965 1,628,000 712,000 8,571,000 10,911,000 


SHOW ROOMS: 

Peppler Division, Hanover, Ontario 

Peppler-Selig Division, Elora, Ontario 

Sklar Division, 138 Oakdale Rd., Downsview, Ontario 
General Showroom—Place Bonaventure, Montreal, Quebec 


NUMBER OF EMPLOYEES: 


People DiIVviSiOnns:. sts, 2e hoes dee bs oo LH aidle s. & ae es 368 
Peppler=Selig (Division)... 10:5... 50... scene co. ee pe lon 50 
SklakeDivistOni cers. veo ee + Le alae Be Met ais Stas ae 725 


NUMBER OF SHAREHOLDERS: 


COMMON SMAICSs MCR Eee Heke Seadoo see Se ia, Stee S00 
JE) ENTENIGUN Cae Or aa Che, cea Ny nee an ee 350 
SHARES OUTSTANDING: 

COMMMOU-ORANCGE tease ee eo eee | ene eee ee es POOoL 000 
PSST OCIA Eee. 5 LG a es ee eB ee 200,000 


TRANSFER AGENTS AND REGISTRARS: 


First preference shares 

Montreal Trust Company—Toronto and Montreal 

Common Shares 

Guaranty Trust Company of Canada—Toronto, Montreal and Hanover 
First mortgage sinking fund bonds 

Eastern and Chartered Trust Company—Toronto 

Convertible subordinate general mortgage debentures 

National Trust Company—Toronto and Montreal 

Convertible collateral trust debentures 

Royal Trust Company—Toronto 


